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Honorable James T. McIntyre, Jr. Page 2

and would perceive such a move to be at least premature. We
believe that they would perceive such a move to be a down-
grading of the importance of small business by this administra-
tion and that the major reason for having the White House
Conference would have evaporated.

It is my recommendation to the President that the SBA remain
a strong, independent Agency.

A. Vernoaneaver
Administrator




THE' SMALL BUSINESS. ADMINISTRATION COMMUNICATED
-ORALLY THAT THEY CONSIDER IT VERY IMPORTANT THAT
THE FARM-LENDING AUTHORITY BE TRANSFERRED OUT OF

' SBA VTO- THE DEPARTMENT OF FOOD AND AGRICULTURE. |
THEY' ALSO INDICATED THAT SBA SHOULD REMAIN AN
INDEPENDENT AGENCY. '

NO FURTHER WRITTEN COMMENTS ON THE DRAFT DECISION
MEMORANDUM WERE RECEIVED. '
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U.S: SMALL Busm:-:ss- ADMINISTRATION:
“"WASHINGTON, D.C. 20416:

Y6
"r,Mmss <

OFFICE OF THE ADMINISTRATOR

January 2, 1979

Honorable James T. McIntyre, Jr.
Director

Office: of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Dear Jim:

I am enc1051ng a memorandum to you. containing our
comments. on your reorganization memorandum. We feel very
strongly that any major change in SBA's status (that of an
independent agency) should await the conclusion: of the
White House Conference on  Small Business.

It is perfectly alright to remove those programs.
of SBA that pertain to community and economic' development
assistance and place them in the Department of Development
Assistance or any other appropriate place, but the practical,
political considerations both of the Congress: and the small
business community dictate, it seems to me, an independent
SBA at this tlme.

I know: that no flnal decision has been. made with.
respect to Trade and Commerce. However, I think it is
imperative that we have input directly to you or to the
President before any decision is made to move SBA into
another department.

Sigcerely,

A. ver
Administrator

"Enclosure



U.S. GOVERNMENT
SMALL BUSINESS ADMINISTRATION
WASHINGTON, D.C. 20416

OFFICE OF THE ADMINISTRATOR

Date: January 12, 1979
Reply to
Alin of:

Subject: Additional Reorganization Option

To: Honorable James T. McIntyre, Jr.
Director
Office of Management and Budget

The: Small Business Administration opposes Option 3.

We take serious exception to the premise that a consolidation
of SBA into the Department of Trade and Business Development
would result in giving the small business community a more
effective voice within Government. Indeed, we believe that
voice would be lessened. In many areas strong differences
exist between big business and small business. Each year
numerous bills are introduced which impact differently on big
business and small business; therefore SBA and Commerce

must take different positions. The interest of small business
is sufficiently vital for these differences to be resolved
by the White House. The President should not be denied the
opportunity to receive advice and guidance from an effectlve
representative of small business.

Another~example of disagreement exists under SBA's set aside
programs. Government procurement is allocated for bidding

by small business, excluding big business. When these set
asides are challenged, it is up to the Administrator of SBA
to make a decision. We think such a decision would be diffi-
cult for the Secretary of a Department representing both big
business and small business.

The President has called for a White House Conference on

Small Business to be held in January 1980. We are holding

57 pre-conference meetings of which 19 have been completed.

At these pre-conference meetings, the small business commu-
nity has been informed that one of the major reasons for the
White House Conference is to review the programs and the

future of the SBA. If SBA is moved to the larger department,

we believe that this constituency would be greatly disillusioned
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and would perceive such a move to be at least premature. We
believe that they would perceive such a move to be a down-
grading of the importance of small business by this administra-
tion and that the major reason for having the White House
Conference would have evaporated.

It is my recommendation to the President that the SBA remain
a strong, independent Agency.

A. Vernonfweaver
Administrator




THE SMALL BUSINESS ADMINISTRATION COMMUNICATED
ORALLY THAT THEY CONSIDER IT VERY IMPORTANT THAT
THE FARM-LENDING AUTHORITY BE TRANSFERRED OUT OF
SBA TO THE DEPARTMENT OF FOOD AND AGRICULTURE.
THEY ALSO INDICATED THAT SBA SHOULD REMAIN AN
INDEPENDENT AGENCY.

NO- FURTHER WRITTEN COMMENTS ON. THE DRAFT DECISION
MEMORANDUM' WERE RECEIVED. :
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U‘.’S_’;{ ‘SMaLL BUSINESS- ADMINISTRATION:
“"WASHINGTON, D.C. 20416:

OFFICE OF THE ADMINISTRATOR

January 2, 1979

Honorable James. T. McIntyre, Jr.
Director _

Office: of Management and Budget
Executive: Office of the: President
Washington, D. C. 20503

Dear Jim:.

I am enclosing a memorandum to you containing our
comments. on your reorganization memorandum. We feel very
strongly that any major change in SBA's status (that of an
independent agency) should await the conclusion of the
White House Conference on Small Business..

It is perfectly alright to remove those programs:
of SBA that pertain to community and economic: development
assistance and place them in the Department of Development
Assistance or any other appropriate place, but the practical,
political considerations both of the Congress: and the small
business community dictate, it seems to me, an independent
SBA at this time.

I know that no final decision has been made with
respect to Trade and Commerce. However, I think it is
imperative that we have input directly to you or to the -
President before any decision is made to move SBA. into
another department.

' Sigcerely,.

I &

"Enclosure-

SRS
¢ j'
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U.S. SMALL BUSINESS: ADMINISTRATION;-
WasSHINGTON, D.C. 20416 '
sTRM _

OPFICE OF THE ADMINISTRATOR"

January 2, 1979

MEMORANDUM FOR

Director :
Office of Management and Budget

This is in response to your request for comments
and observations on the reorganization memorandum to the
Cabinet and affected agencies. Generally, we are pleased
with the problem-oriented approach of the proposal. This
should streamline service delivery and reduce confusion
on. where to go for assistance. However, since Part I,
Natural Resources, and Part III, Food and Nutrition, do
not directly affect this Agency, we are restricting
specific comments to Part II, Development Assistance,
and Part IV, Trade and Commerce.

A. Development Assistance

~ In our opinion, alternative (1) of Part II, is the
most desirable of the alternatives. set forth in the memorandum.
We believe that it is sensible to combine economic and com-
munity development assistance which will reduce the existing
confusion of state and local governments and the general public
regarding U. S. Government programs.

We agree: that SBA's 501 and 502 programs should be-
transferred to the new Department of Development Assistance..
Additionally, depending upon the specific structure of the
Department of Development Assistance, we believe that other
SBA programs which are oriented to community, and in some-
instances, economic development assistance, such as SBA's:
disaster loan. programs, could be incorporated into: the new
Department. We do not believe that the: SBA is, or should be
considered to be, an economic development agency. SBA's
primary mission is to stimulate competition through a
healthy small business community.



_ , The transfer of SBA's farm lending authority to the
- Farmers: Home Administration in the Department of Agriculture
~is. called for on page: 16. We would’hopefthat this transfer
'would be:- of the highest priority.

We do not favor alternative (2), of Section II,
which is set forth on page 19. This alternative would not
. accomplish the goal of problem-oriented development assist-
ance programs. and would not reduce the confusion now: existing.
at the state and local government levels and with the general
public.

B. Trade and Commerce

Your memorandum indicated that you were not yet
prepared to make a recommendation on Part IV, Trade and-
‘Commerce. However, you do list options that are under
consideration on page 28. We favor option (3), because
this. option: would provide for a strong national focus on
the problems. of the balance of trade and balance of payments.

C. Other

We: feel strongly, and we believe Congress does also,
that the small business: community must have a strong,
independent agency of the government to address their needs..
Big business has the resources. and the clout to be heard at
the top level of any governmental organization. However,
small business, by its nature, must depend more on established
lines of communication and organizational. structure in com-
municating its needs. The growth of employment and economic
expansion are achieved most efficiently in the small business
sector and this growth stimulates competition and technological
innovation.

The SBA, as originally conceived, has the mission of
stimulating competition and economic. growth in the small
business sector. 1In recent years, this focus has been
affected to a'degreevby the addition of programs for
community and economic: development. The establishment of
a. Department of Development Assistance and the inclusion:
in- that Department of SBA's community and economic development
programs should give SBA an opportunity to refocus on its.
initial mission. It is our opinion that our business
development program (8a) for firms owned and controlled by
- socially and economically disadvantaged persons is consistent
~with SBA's mission. and should be retained at SBA.
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AAszyou knowy.the:President,;by Executive Order, has

-authorized a White House Conference on Small Business, to.
~be held in 1980. This Conference is being preceded by 57
: national and state meetings.. We have told the small

business: community that one of the primary purposes of
these meetings and the eventual Conference is to give an
opportunity to-the: small business community at the grass-
roots. level to have input into: the future structure of the
SBA. We believe that our recommendations and suggestions,
as: discussed above, would not conflict with this commitment..
Any major changes at this time, however, may be perceived

.. to be premature: and may tend to detract from the purpose and

importance of the President's White House Conference on:

Small Business. ,

Administrator
Small Business Administration
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UNITED STATES INTERNATIONAL TRADE CONNISSION

WASHINGTON LL.CL 200036

January 12, 1979

‘Honorable James T. McIntyre, Jr.

Director, Office of Management
and Budget

Executive Office of the President

Washington, D.C. 20503

Dear Mr. McIntyre:

Thank you for your memorandum of January 11, 1979, with respect
to an additional reorganization option. Since the option does not
directly affect the Commission, we have no comment to make on this
matter.

oseph 0. Parker
Chairman



THE INTERNATIONAL TRADE COMMISSION HAD NO COMMENTS
ON. THE. DRAFT DECISION MEMORANDUM, BEYOND THOSE
MADE ON. THE INFORMATION MEMORANDUM.
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UNITED STATES INTERNATIONAL TRADE COMMISSION

WASHINGTON,D.C. 20436

January- 3, 1979

Honorable James. T. McIntyre, Jr.

Director, Office of Management
and: Budget-

Executive Office of the President

Washington, D.C. 20503

Dear Mr. McIntyre:. -

This letter responds to your request for comments. on an information.
memorandum which includes, as- a possible option, the inclusion of the
United States International Trade Commission within a new Department of
Commerce and Trade. In: our view, inclusion of the Commission in an
executive department would. be inconsistent with the historical functions
of this independent, nonpartisan, factfinding agency and contrary to the
manifest intent of the Congress. We believe, therefore, that the Com-
mission should be excluded from the reorganization plan.

The Commission was. established in 1916 by the Congress, in furtherance.
of its authority to regulate foreign commerce under article I, section 8

‘of the Constitution, for the purpose of providing the Congress and the

President with expert technical advice on trade matters. From its
earliest days, the nonpartisan nature of the Commission was established
by a provision that no more: than three of the six Commissioners could be -
of the same political party and a provision for overlapping terms of
Commissioners, insuring that nd single President could control the
Commission..

In: 1967, President Johnson submitted a reorganization plan- (Re~
organization Plan 2 of 1967) which would have given the President more
control over the Commission by transferring certain administrative
powers: to the Chairman of the Commission. Although that reorganization
proposal was far less extensive and would have given the President far
less. control over the Commission than: the option now under consideration,.
it was- disapproved by the Congress for the reason that: any such attempt
"raised a: real question as to. the propriety of the executive branch
attempting to reorganize an- agency whose principal function is to assist
the Congress in carrying out its constitutional tariff and trade powers."
S. Rept. No. 226 (90th Cong., lst sess. ), P. 6. :



HonorableaJaméS'T;»McIntyre~- page 2:

Congress: reaffirmed the- importance of the maintenance of the
Commission's' complete independence in the Trade Act. of 1974 and sub-
sequent legislation. It provided additional guarantees of that in-
dependence by removing the Commission's budget from executive branch

control; authorizing the Commission- to be represented in court by its
own: attorneys; and. restricting the President!' s power: to:- appoint the
Commission's. Chairman and Vice Chairman.

In summary, the Commission is unique among Federal agencies. in its.
nonpartisanship and independence. The continued independence of the
- Commission is: essential for it to perform its function of providing
expert technical trade advice to the Congress and the executive branch.
Since the incorporation of the Commission into an executive branch
department would fatally compromise the independence which Congress has
provided, we recommend- that the: Commlssion not. be: included in the

reorganization proposal.

seph O.. Parker
airman

Sincerely,







EXPORT-IMPORT BANK OF THE UNITED STATES

WASHINGTON, D.C. 20571

January 12, 1979

OFFICE.OF THE

PRESIDENT AND CHAIRMAN . )
CABLE ADDRESS "EXIMBANK"

TELEX 898-461

MEMORANDUM for James T. McIntyre, Jr.

FROM: John L. Moore, Jr.

SUBJECT: Eximbank and the oposed Economic
Reorganization of the U.S. Government

I would strongly oppose placing Eximbank in the pro-
posed Department of Trade and Business Development (DTBD)
described in the current Option 3. Eximbank has a unique
status and serves a great many different U.S. interests.

For example, the Secretaries of State, Treasury and
Commerce make recommendations to Eximbank on loans, where
there are considerations of foreign, monetary or trade
policy. It is convenient to these Secretaries, however,

. not to take final responsibility for making the credit
judgements. This judgement is best left to an independent
Eximbank board. Without this independence, there will be
strong criticism from Congress that Eximbank is making
loans for political reasons, rather than reasons of good
credit. Congress has been extremely sensitive about this
issue in the past. :

We would oppose the suggestion on page 1 that the
Secretary of DTBD "provide policy guidance as one of the
3 directors of Eximbank.'" Such a proposal would seriously
undermine the independence of the Eximbank board. Also, I
would oppose reducing our current board of 5 directors, all
of whom are Presidential Appointees already confirmed by
the Senate and who work well together.

Eximbank now coordinates very well with State, Treasury,
Commerce, OMB and the White House, both bilaterally and
through the mechanism of the National Advisory Council.

- Placing us in DTBD would disrupt these relations and inhibit
our role in foreign policy and in monetary policy and would
not improve the bank's efficiency in facilitating trade.



James T. McIntyre, Jr.
January 12, 1979
Page 2

Eximbank has a large, supportive coﬁstituency in
Congress, and our best reading is that the move to place
us in the proposed DTBD would be vigorously opposed there.

Finally, I believe that Option 3 has been conceived
too hastily and has too many diverse entities that do not
fit. I believe it would be a disservice to the President
to go forward with this Option at this time. It will
provide no real benefit and yet will cost a great deal
in terms of lost efficiency and increasing difficulty
in obtaining budget authorization for Eximbank.

JLM/kb
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THE EXPORT-IMPORT BANK HAD NO COMMENTS ON THE
DRAFT DECISION MEMORANDUM, BEYOND THOSE MADE
ON THE INFORMATION MEMORANDUM..
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EXPORT-IMPORT BANK OF THE UNITED STAy.

‘WASHINGTON, D-C. 20571

. December 29, 1978

'M‘B'MORANDUM?

TO: ‘The: Honorable James: T. McIntyre, Jr.
- - Director,. Offlce of Management and Budget

FROM: John-Lm=Moore, Jr. .
President and Chairmg

SUBJECT: PresidentiailReorggnization*Memorandum;

, We' support your the51s that there is a problem with the
Department of Commerce and that a reorganization of its functions
might alleviate the problem.

We 'have these thoughts about Eximbank's relationship to
a new Department of Commerce and Trade. :

1) We would prefer to see Eximbank remain autonomous.

2) The most successful integration of Exim into another
agency could take place only with a cabinet department
strictly of international trade. No such department
1s. contemplated’ln the three options suggested for
reorganizing the Commerce Department

3) To: support the position for an autonomous Exlmbank
- we would make the following p01nts

A) Despite its large authorization ceiling of $40
billion, Exim has only 430 employees, less than
half of which are professionals and specialists.
Exim is a highly efficient agency, lending as
much money as the World Bank with only one-tenth
‘the: staff. Integration into a much larger depart-
-ment would not make us more efficient and would
probably make us much less efficient if under-
employed Commerce Department employees were added"”'"
to our staff. :
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It is vital that Exim: remain politically
autonomous because: of the large sums it

- lends. It must never make loans for purely

political reasons: to an otherwise uncredit-
worthy borrower. Several powerful institutions
make recommendations to Eximbank on the:
direction of its: loans. These include the:
White House, State, Treasury, Commerce and

- Congress. The Eximbank board effectively
- pursues: overall administration policies and

guidelines. However, its independent status.

‘has served historically as an important check

against making loans for excessively political

‘and. uneconomic reasons. If the Bank ever did

so, Congress would act quickly to terminate

) - us.

C)

Eximbank has a: large number of supporters in
Congress. - Many Congressmen and Senators tend
to regard Exim (because of its "sunset'" status)
as a "legislative,'" rather than an "executive"
agency. The Exim portion of a Commerce Depart-
ment reorganization would be controversial in
Congress, and could hold up otherwise sound
plans to: reorganize the: Department of Commerce.
This problem could be avoided if Exim remains
autonomous.. The business community might also

lobby through: Congress. and directly with the
White House against an administrative incorporation

of Exim into a Commerce and Trade Department.

I understand that your proposals on the options are not
yet fully developed, and would look forward both to dlscu551ng

them and to being of full assistance.

cc: SChaffer,,AIlen, Sauer
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NO COMMENTS WERE RECEIVED FROM THE COQUNCIL ON ENVIRONMENTAL

QUALITY ON THE ADDITIONAL REORGANIZATION OPTION.
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EXECUTIVE OFFICE OF THE PRESIDEN',{
COUNCIL ON: ENVIRONMENTAL QUALITY-
. T22 JACKSONPLACE, M. W.. /
WASHINGTON; D. C. 20008.

-

January 8, 1979

MEMORANDUM: FOR- DIC#CAVANAUGH /
FROM: E¢//Strohbehn.
# Reorganization Decision Memorandum:

SUBJECT:

Because I have been unable to reach Katie Beardsley this morning,
attached is: the most recent copy of the draft decision memorandum.
which contains. in the margin the corrections which: I believe should
be made in the memorandum. The changes on pages 5 and 6 are
substantive changes which: state more precisely what is intended to
be the water resources options. The recommendation. on page 7 that
the: objective statements of disadvantages be included in the
memorandum text is. a substantive recommendation because: the
suggestion that disadvantages are covered in the relevant Cabinet
comments- could be taken to imply that the disadvantages are only
parochial or special interest in nature.

.The:changesronﬁpageglo-aretsubstantivemin~nature=and.cotrect your

excellent: summary of CEQ's comments so that the summary is precise.

- The corrections on:page{ll.incorporate.changes:in,the presentation

of decisions consistent with our conversation on Saturday that the:

- memorandum: should: inform the President that he is. making only a

couple of overall conceptual decisions at this time and that other
issues. which have been raised by the decision memorandum and
Cabinet heads: could be resolved at some later time.

Give me a call if you have any questions.

Attachment:




FROM: James T. McIntyre, Jr. f

ADMINISTRATIVELY CONFIDENTIAL
EXECUTIVE OFFICE OF THE PRESIDENT
' OFFICE OF MANAGEMENT AND. BUDGET"
WASHINGTON. D.C. 20503 ' o -

Januvary 5, 1979

MEMORANDUM FOR THE SECRETARY OF AGRICULTURE ’ 5‘

THE SECRETARY OF COMMERCE
THE SECRETARY OF DEFENSE
THE' SECRETARY OF ENERGY
THE: SECRETARY OF THE ARMY

- THE. SECRETARY. OF HEALTH, -EDUCATION AND WELFARE
THE. SECRETARY' OF HOUSING AND URBAN DEVELOPMENT
THE SECRETARY OF INTERIOR:
THE ATTORNEY GENERAL.
THE SECRETARY OF LABOR"

"~ THE: SECRETARY OF STATE

. THE: SECRETARY OF THE TREASURY"
THE SECRETARY OF TRANSPORTATION:
THE: SPECIAL REPRESENTATIVE FOR' TRADE: NEGOTIATIONS
THE. ADMINISTRATOR OF VETERANS AFFAIRS
THE ADMINISTRATOR OF THE ENVIRONMENTAL

PROTECTION AGENCY
THE DIRECTOR. OF THE COMMUNITY SERVICES ADMINISTRATIC(
THE: ADMINISTRATOR OF THE SMALL BUSINESS
ADMINISTRATION

THE CHAIRMAN OF THE WATER RESOURCES COUNCIL.
THE. CHAIRMAN: OF THE INTERNATIONAL TRADE COMMISSION:.

- THE PRESIDENT OF THE EXPORT-IMPORT BANK
THE CHAIRMAN. OF THE COUNCIL ON ENVIRONMENTAL QUALIT!

SUBJECT:- Attached: Reorgan;zation Draft Decision Memorandum

Attached is a draft of the reorganization draft decision memorandum

It includes summaries: of the comments we received.

We would appreciate your comments on the memorandum, particularly

on whether our summaries of your earlier remarks are accurate.

Verbal responses are sufficient. Please get in touch with Katie-
Beardsley at 395-5682 if you want to respond verbally.

If"we~dofnot«get,further'written remarks from you, we will send
your earlier comments to the President as an attachment to the
decision memorandum.

" The final memo will be submitted on Tuesday, January 9. Therefore,

we need your remarks by noon, MONDAY, JANUARY 8.



ADMINISTRATIVELY CONFIDENTIAL

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET'
WASHINGTON. D.C. 20803

Y 1

MEMORANDUM FOR THE PRESIDENT

. FROM: Jim McIntyre

SUBJECT:. Reorganization 1879

»ThiSfmemorandum‘presentskthe=resultsto£>our analysis of the
major items on the 1979 reorganization agenda awaiting approval.®

Four principal projects are: described: mnatural resources,
development asszstance, food and agriculture, and commerce:

and trade.. R :

These four areas were chosen with the goal of bringing about
visible achievements in government performance and efficiencys:

more service from the same dollars, reduction in personneluandi"

administrative costs, consolidation and simplification of
programs;, less overlap and duplication. Together with civil
service reform, the Department of Energy, and the pending
Department of Education, the initiatives described below would
give us a reorganization record affecting most of the domestie
Cabinet-by*ISBO:

: (1) Natural Resources. The excessive number of Federal
o natural resources agencies doing much the same thing
makes: it confusing for citizens to know where to go,

costly for businesses delayed by complex permitting

requirements, and complicated for the government to

develop and implement coherent policy for balancing

conservation and development: objectives.. A matural re=

sources. reorganization would simplify this structure and
help to solve these problems as well as save money
for the government and the private sector.

(2). Development Assistance. The complexity, paperwork,
and delay In delivering development grants, loans,
and services has long been a complaint of mayors,
governors, and businessmen. Federal investment 4in

bl Preparations are underway for education reorganization,.
which you. have already approved.



b §

-”-~deve10pment prograns. cannot be focused for optimal o
=¥ payoff. Private sector partners. often cannot. affordiF‘
JJESEJ "to wait months for Federal action. By reorganxzingig;
- =" and consolidating programs in this area, we can beg

: - ¢o address these concerns as well as save administrative
costs: for Federal, State and local governments.

Food and Agriculture. Nutrition policy is of increasing
impcrtance: to the quality of the American diet and to
agricultural commodity and trade policy. No agency
now has lead responsibility for developing and coordin-
" ‘atifiy policy in this area. We believe that the
- Department of Agriculture should be designated the

- lead agency for putrition policy and that we work with
Secretary Bergland on internal changes: to- strengthen
USDA's: role.

Trade: and: Commerce. We are not yet prepared to make:

a recommendation regarding the mission of the Commerce .
Department. However, our analysis has indicated
important deficiencies in the Federal Government's
capacities to formulate and implement trade policy

and to conduct economic analysis. A major cause of

w:\mM task thue  these deficiencies is program fragmentation. We will
,Qg,ms \-\MW be able to present carefully analyzed aad=palitdeedip

v e

i

.'

S

—_— taa¢§E:Commerce Department options shortly.
“o«k \;’u a\“' '

hort, these options are designed to modernize the structure
of government by focusing resources on. today's problems, stream-
lining government processes, and saving money for the public
and private sector. Implementing: them will require a combination of Te~
‘organization plan and legxslatzan.
The remainder of this memorandum discusses each set of options
in detail. Parts I - IV offer options in specific subject areas.

. ©Natural Resources

A, The'Prdblem

Managing: the Nation's natural resources -- land, air,
water, oceans, wildlife -- is a substantial Federal responsi-
bility. But organizational fragmentation and overlap make it
difficult to do a good job., Exhibits I and II summarize natural
resources. programs and the current jurisdictional fragmentation
of resource programs., This program dispersion creates real
problems.. : s
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.. ©of resource matters; set policies and priorities;
"~ ©r make gecisions with a persperntive balanced

‘Responsibilities for each resource area (land,.

{water resources policy planning and construction

3

No one official, short of ou, can take an overview -

between conservation and development..

ol

" Wo:one addresses natural resources comprehensively,

even though extensive interactions. in the physical

' Even when policy is developed, often.
no_ one: has clear authority: to:carry it out. For -
example, the Secretary of Interior has been assigned
to: implement water policy reforms, but he has no
auvthority for Corps project planning. Relating v
natural resource programs to other areas, such as: .
international relations, energy, and environmental
protection, is difficult.

Numeronsuconfusing=field'systemsfmake-it,difficult
to- coordinate policy decisions: with State and local
governments, respond to regional differences, and

\ provide efficient service delivery.

‘oceans and water) are badly fragmented. ?or*exampleiﬁ7

responsibilities are assigned to three operating:
-agencies and the Water Resources Council.

Today's. problems will intensify in. the future
with increasing population, economic growth, and
increasing demand for outdoor recreation. -

Dnclear assignment of respoasibilities>1eéds to.
interagency competition, duplication of skills, and
failure to take advantage of economies of scale.

Interior and NOAA have several areas of contesteéd
jurisdiction and overlap, including hydrology, marine
biology, mapping and charting, and deep sea mining.
Despi:e,numerous:coordinating committees, the problems
remain.. '

Interior and the Forest Service manage public land
for the same multiple purposes. Yet each has its
own experts, investment levels, field structure,
and systems. for dealing with the publie, including
timber, cattle and recreation industries.

The three water development agencies independently

‘pursue*their.own;pxoject planning studies to support
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their own construction program levels. This causes:
unnecessary expense, poorly conceived projects,.
- -and extra pressure from hopeful beneficiaries.

R All the matural resource agencies have research and:

i } . & data programs but there is no central clearinghouse,
L c-~making it difficult for agencies and the public to: :
o : -7 rake advantage of each other's knowledge.. . §

R -& “'A‘Inconsistent requlations anéd procedures make it
gi?ficultr time-consuming, costly, and confusing
for natural resources users.. ‘ .

-“&“grff$g ‘ Interior and the Forest Service, both managing
Fowod Scwvma /Taduun similar public lands, have different regulations
Setasadorny i ~ for permits, fees, accounting methods, recreational

et vand\ed Wit (o, usage and environmental regulation. This situation
is particularly troublesome when the two agencies

= have adjacent or intermingled land, and users seek:

- permits for grazing, access roads or other uses

- , that cross jurisdictions.

‘Responsibility for management of the Outer Continental
Shelf is vested in Interior. NOAA has most other .
ocean-related responsibilities and expertise, such’
as oceanography, fishery regulation and coastal zone:
planning. This division of closely related programs:
causes duplication, confusion for developers and
_ : environmental groups, and fails to take full
LT - . advantage of complementary skills.
"L . B. _ e e . — . .. . e e .
) | | Principal Alternative: Department of Natural Resources (I
D el b . & R TAITETD. a ] I
- Built on a reorganized Interior, avnﬂh";bﬁld:ineorporate
i ’ the Forest Service, NOAA, the Soil and Snow Surveys of the Soil

: l/;9nservation,serviceb the Water Resources Council, and the :

a

ter planning functions of the Soil Conservation Service and the

. e /Corps: of Engineers. If the Forest Service is not included in the

t package, our principal Congressional supporters would withdraw.

g tbeir‘?ctiveﬂsupport. DNwaould?be~responsiblef£br~managing»the~
Nation»ssnatural'resources and ensuring their protection and wise
use.. Once consolidated in a single department, these programs:
‘would be realigned into major program components as followss

. wtima wme o -

®-A NOAA (Commerce) and Outer Continental Shelf (Interior):

In: the new Department, a major component including NOAA
and the oceanic programs of Interior would: be created,
giving these functions higher priority and eliminating
duplication. - '
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s e S Forest Service (Agriculture) and Bureau of Land

._..%, -~ Management (interior): The experience and profes=
’~§§' .. sional staff of the Forest Service make it the
2% premier multiple use land management agency in:
. -_Jgbi.. the Federal Government. Within the new Department,sg
.- . the Forest Service would provide the base for this
~ component and, over time, would absorb the Bureau
©f Land'Management.

). Geological Survey (Interior) and Boil and Snow

Surveys (Agriculture): Most of the resource agencxes
gather information and &0 research. Their data and
research: findings are often in different formats and
difficult for States and other agenc:es €0 use. By
locating these support programs in a science and
minerals component of DNR, they can be made more useful.

. National Park Service, Fish and Wildlife Service.
Beritage Conservation and Recreation Service (Interior):
Within DNR, the National Park Service, Fish and Wildlife
Service, and Beritage Conservation Service would be:
grouped together, permitting maximum efficiency in
program-delivery..

......

Water Resources cOuncil, parts of the Corps of
Egglneers (Defense), parts of the Soil Conservation
Service (Agriculture) and Bureau of Reclamation (interioc
Water resources problems are being addressed by the :
water policy reforms. However, these policy directives.
can be more effectively and permanently implemented :
vith accompanying organization improvements..

To accomplish this, Gptzon 1 would transfer to and
consolidate in DNR the Water Resources Council and the '
policy, planning and budgeting functions of the three
water development agencies. Detailed project design and
construction functions of the Bureau of Reclamation and
Soil Conservation Service would be transferred to and
consolidated in the Corps, which would become the
government's water project construction arm._
This step would redefine the -mission of the Corps®, ~
making it essentially a construction agency capable

: b 20, negpeudie]  of performing Work” fof DNR’ ‘and other Federal agencies.

3 PW“"' ond The DNR would) piem=awi<budget- for
" wubinthee %:é?;; all water development activities, .andEhe Corps would ™

Ao Uﬂﬂbaznhl - act as construction agent under strong: policy and ..
, . 4 * xeview controlsy The Corps would have an increased
. design and construction capability to under-

take assignments for other agencies. Separating

Thom DA
WM md e o lve b

m‘;:msw‘
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project planning fron construction would’ greatly reduce:
RS the incentive- to generate plans to support a construction
L : 8 - program. Although some inefficiencies may result frodf
. 5= geparating planning and' construction functions, there nls
S -7 S5 be net personnel qost savings of $38 million annuvally.=
. . & ~About 3,000 planndrs would transfer from the Corps to: DNR.
BRI T and about 6,000 Reflamation and. Soil Conservation construc
A _ion: personnel would transfer to the Corps.
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Y- LU‘\EQ.\_.W) The: DNR: would exerclise budget, planning and policy oversigl
<. Of_the operations and maintenance activities for water
_ projects.  To this €nd, the Corps would continue the day-tt
7 7 day maintenance and pperation of its projects (under DNR
guidan &e), while the DNR would operate and wmaintain current
. Interioy projects. This arrangement would be subject to
- future adjustment as DNR develops experience in this area.

~ We evalyated other options for handling water resources.
5" A ): . ic\nav \ For exapple, Option 2 {would consolidate in DNR all the
Beok Yo adnee . functions of the Corpd' civil works, Bureau of Reclamation,
- WA N P00 M\aw | S0il Cgnservation Smalll Watersheds, and Water Resources :
)5 , Couneci. ‘, thereby proviing stronger executive direction and
‘W&“‘“P“u‘"’“ | greater savings. BHoweper, this option would impair the:

?’\“}“:a , Corps) military constrpction and mobilization capacity and:
. its apility to. take o alternate missions.

A sub. ption that could be instituted with either wt;;h
1 oy Op iQn 2 would bg to transfer t.he Corps: of Engineers®”

Deprt.ment f 'rranspo tation. '.l'hus, boT would have: compre4
‘hensive trapsportatign planning. This sub-option, however,
coufld furt¥er fragme t water pohcy _gd: requires. further
anallysis AL 0-h& how— o5t NP Eo he-gblbo-etd

zAﬁthirdAoptionxis*»-,stnengthenxthe“water=Resouroes'Counci]
by providing an iydependent and full-time chairman and
~making it the leAd agency for water policy. The strengther
Water Resourceg/Council would provide policy leadership,
independent rgiriew of projects, coordination with States,
‘and’ advice 46 OMB on: budget proposals. This option creates
'a - minimal grganizational change and offers some improved
 management of water resources programs. In the past,

- however, interagency coordlnating groups have not been

X Ef attive.

Lt Modow e, NAL
the new Department is created,la comprehensiveiorganic act

R s - to complete the reorganization and define the missior
‘of the new Department,§Exhibit III graphically depicts the .
resource and manpower transfers for a Department of Natural Resc

,. M(,m.,.m A \\\4} The DR hc 2olado\une S o o~ Ao dan? ad\'tm
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DEPARTMENT OF NATURAL RESOURCES EXEIBIT I1

BUDGET AUTHORITY BY SOURCE
{iTdons):

\ USFS-
N 93 31,824

,‘vnemcuuuaéw =TT
% 520 .000 _-"

AR : ! ‘-::?,&
- CORPS OF £ | : LS
ENGINEERS \ % . | _ ,. | WATER RESOURCES
(civil) / : ‘ - couuc_u;

D TN OF  DEPARTMENT OF COMMERCE
‘ $2,524
“ Yg 555

_ PERMANENT POSITIONS BY SOURCE . SAVINGS
DEPARTMENT OF 3,700.
AGRICULTURE
82,300
SCs 3% |
CORPS OF |
ENGINEERS. | T =
- 29,000 (civil) 1% S ' E O\
| 4,000 WSS | %4
" DEPARTMENT OF DEPARTMENT OF  WATER RESOUR
INTERIOR | - COMMERCE COUNCIL
54,850 : 29,600 105-

- FY 1979 ESTIMATES.
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is 3ﬂvantége§vof*gngw-.
‘; '553‘[The functions can Be performed at the same levels with
- ¥ <oan estimated mavings of $151 million and 3,700 positiffs
; & (obtained over-. , years). These savings result 3
: L from.merg;ng sxmiéai fna:txons, streamlining intisnal3
* \ o tio ng field syst -andimprov s
: S\aAJ\UN rganization, uwnifying fie: ystenms, pr g .

service delivery, and abolishing or curtailing un-

?“X“"" — >, necessary programs. -

fin i ant %
Jw ”u‘“’ :;hus o‘\t« o\ju}\ qnuiiffn :5 f:

®  Services will be:delivered faster and better.

Commercial firms: interested in oil and gas leasing
on. the Outer Continental Shelf or public lands will
benefit from a uvnified regulatory structure and faster
decisiommaking process. Recreation users will have:
easier access to information and special interpretive:
services. Grazing, timbering, tourism, and fishery

- interests, permit seekers, and State and local govern-
ments will have a simpler relationship with the
Federal Government, dealing with only one agency,
rather than two or more. Environmentalists: and
conservationists will have easier access to Federal ,
policymaking as well. Faster rulemaking and consistent -
regulations for endangered species will benefit both N
conservation and commercial interests. Better coordin-
ated data collection and consoclidated mapping and
charting services will make better data available to
public and commercial users at lower cost.

® A uniform data collection system and exchange of
research results: will provide a better basis for
informed decisionmaking.

®  Policy and case decisions will be balanced better in an

' institution having an overview of all resource areas and
a broad constituency spanning both development and
preservation perspectives.
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: m:'éwb considered four other alternatives and consulteﬁ uddel.&
on. tﬁ-m;' .

" Other llternatives Considered

St PO S .
";'-P..'.,q . . .. - ._-

cn) ngpartment of zgriculture ana Renewable
" Resources ==

This:bptibnwwouldicOnsolidAte;USDx'svIandxand?
water functions, primarily the Forest Service and Soil
Conservation Service, with public land management,
water resources, and ocean fisheries from other Depart-
ments. Consolidating in Agriculture would appear to
give a greater production emphasis to resource manage-
ment. For example, developrment, marketing and use of
fish as a food source would become a primary focus of
the ocean fisheries program. Merging the Bureau of
Land Management and the Forest Service would solve the
problems associated with having two separate land
management agencies and build on the Forest Service,
the stronger of the two units. Agriculture has
experience both in managing public lands and assisting
private owners with private land management. Interior
has. experience with public land only. On the other hand
public Ylands are managed for many uses other than the
production of food and: fiber emphasized by Agriculture. :
Federal responsibility for those other uses, such as
recreation, mineral development and management of

fish and wildlife, would remain in Interior and
continue the fragmentation in these areas.

) 'Improved“toordination>ﬁﬁthout-Major-nealignment -

This option would retain the existing structure
and establish a Natural Resources Council, or individual
councils for land, water, and oceans to develop policy
and coordinate actions. This option would ayoid dis-
ruption but would create additional layers of govern=
ment, especially in the Executive Office. Accountabilit
would be confused, and previous results with this: type
of approach have been poor..

(c) Department of Natural Resources and Environment --

This option would join most natural resource
management programs, plus environmental regulatory
programs of the Environmental Protection Agency (EPA).
It is not feasible because EPA's. jurisdiction goes
well beyond resource management to include regulation
of many other areas, such as urban and industrial waste:
EPA is increasingly oriented toward public health.
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g _ % S a.Department of Oceans and Atmosphere: woulé be: SEY

o - 3. rxesponsible for oceans, and coastal and atmospheric

Boo T - affairs and would consolidate the bulk of the programiﬁ

P associated with those activities (except for military

Lo . programs}. The Department would include the Wational

o , Oceanic. and Atmospheric Administration (NOAA) and -the:

#, o . Maxritime Administration from Commerce and the U.S. Coast

s T - Guard from Transportation. The option would recognize

i . ‘ the growing importance of the oceans and ocean resources:

& R to the Nation. It would also improve coordination among

4 Federal activities relating to: the oceans. BHowever,

s the Department addresses only a part of the total natural

ae T " resource issue and would leave other fragmented resource
: areas unaddressed.

LA N

T Agency Comments:
L;' Commerce believes DNR should not be created unless it has
=~ a clearer policy focus. It states that the concept fails to view -

the affected: programs. as. econonic and social issues as well as ___ .
—.. . natural resource issues,particularly NOAA's fisheries programs..
" Commerce further believes that NOAA is working well at Commerce
and that DNR will be primarily a: land and water use agency and,
therefore, not a good home for NOAA.

o
-—-——.Mp e

?inally, Commerce believes that the benefits -- which in its
view cannot be obtained without consolidating policy authorities
? UJML*O“ {Inciuding regulatory programé]-- will be ocutweighed by the

At wWeam T eosts in program disruption and controversy.

', '3\\& ©pY) Mw
| A-bm\ 3 Army addresses only the water development options and favors
Jl“ Opt1on 3, a: strengthened Water Resources Council. It believes
. that with strong leadership, coordination could work and that
: ? §t would be a less costly alternative. Army believes that the
é::i;* recommended option would jeopardize politically the implementa-
tion of other water policy reforms; that the loss of planning
: wmmwdr' and policy functions would cripple the Corps, particularly in
ﬂwﬂ&%muqu giving military support during times of emergency, and in
recruitingz-and:that'the change would result in delays and
increased project costs, Some argue that separating water
resource planning from construction functions means that the:
. planners may be out of touch with the construction personnel.
e The Corps may have to redevelop a planning capacity to link .
planning and construction and maintain the skill to discharge
regulatory responsibilities.
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:i‘ . °  -CEQ supports -DNR and believes - Waer resources:
£3 ' wecommendation is piArticularly important/ bo in solving current
G . - problems and in prgviding the Corps & nep mission. CEQ believes:
= (Ythat:DNR should have clear authority to eal with private lanf A
;. use.protpction andiconservation issues;/that a “\Life Sciences .
.. v - _Cenfer/en® should be formed to provide scientific opinion on
%, ecological issues; t the: Corps mavigatiopal transportation
S -~ functions should be nsferred to DOT; and)that ERergy Depart-
ey S ment responsibilities fur regulating energy mineralk leasing:
- ) activities should be a part of DNR. CEQ also suggests that two
\ disadvantages of DNR be raised: <{l) having two-o re agencies
Foingebl=sanecthinéencolrages creative competitionfand leads €o

‘better public information/ and (2) one agency may not be able
o balance policies apd resolve conflicts regarding use of
‘natural resources; ‘ﬁggotiation among Cabinet level officials
' may produce &8 better result. )
" .
Justice supports DNR, but believes that the water resources

option will not give DNR sufficient control over the Corps, in

view of its close relations with the Public Works Committees.
It also warns that BLM should not be allowed to down-grade the
Forest Service professionalism. '

Transportation favors the transfer of the Corps' mavigation .
and transportation policy functions to DOT. _

Agriculture believes that the Forest Service and BLM should
be combined and that a new agency should be built around the
Forest Service. Some argue that separating the Forest Service
from Agriculture would break links between the agencies and foree
some farmers to deal with an extra department. Agriculture:
supports the portion of the recommended water resources option

"h. that would merge water policy and planning functions, but opposes
L the portion that would merge construction functions in the Corps.
]
f;' _ tnergx supports natural resources‘cOnsolidation} but believe

that management of non-renewablerxesources-on.public'Iands;shouli
be given more attention, that Outer Continental Shelf leasing
and regulatory functions should be streamlined, and that Energy
and other agencies should continue to be involved in water
resource decisions. '



nterior strongly supports: the DNR concept and most of

the récommendations.. However,. Interior believes that water
resources: Option 2 —- moving ¢o DNR all planning, budgeting,. g
constyruction, operation and maintenance functions of the Corps & -
and B8¥11 Conservation Service — should be recommended.
Interior believes this option would be most efficient and would

- not affect adversely the Corps' military functions like CEQ.

Interior believes: that the Energy mineral leaszng :egulatory ,

- functz.ons should become a part of DNR.

Dec;s ions

| - be c:eated mel-ud-tag a.il of Ixiter:.@:. the
Forest Seryice, NQAA, and the S0il and Snow
Surveys. of the So0il Conservatzon Seryice?

yes. include all recommended prograns

----- Bt yes, but do not include Forest Service

yes, but do not include NOAR -

no:

(2). If you have chosen to create DNR, how sbould

o

_\-M&v\ - ‘bm_'&\

water resources be handled?:

(\vw..\«?u.owm Option 1:) Bave DNR plan, budget, and develop
policy Zor water development including the water
o~ Jn e i) resources council functions;(flake the Corps the
Q\ e { : cgns}t’ruction agent,\h’%aémg relevant portions
wwu oot Sewvie ) of the Soil Conservatjon Service and Bureau of

Reclamation, Jarelemnig Lo o s )
~ = Eeeskhom

OR.

Conservation Service, small watershed, and the
Eater Resources Coungﬂ)

Option 2: Consolidate in DNR all Corps civil works
Soil

. o

OR

Option 3: Strengtben the Wate: Re ources. Counci

%Jﬂw%- N i Mo M?%x
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’ .’ -g " The Problem - i - | | : ' B ﬁ
iﬁk ‘ {

- fulfillment of national social and economic goals.
‘ These problems take the form of (1) large pockets

SR ‘ T -. of chronically unemployed people: left behind by
S .. . changing economic circumstances in urban and rural
o o areas; (2) inadequate public and private facilities -
I s . in rural areas and small towns, and deteriorating
s ‘ infrastructure: in cities; (3) problems caused by

Te . - : base closings, regulatory actions, rapid growth, the
. : decline of particular economic sectors, changes in

- ’ transportation or production technology, trade
problems, and the like.

: o General economic policies are too broad to address
subnational problems without causing difficulties.
Nor-do.Outright cash transfers provide a long-term-
solution, since they generally fail to affect the i
underlying causes of distress and thus increase local -
dependence on: the Federal GOVernment.

What. is needed instead, as reflected in your urban
message and elsewhere, is an integrated development
approach aimed at. strengthenxng the long-term social .
and economic base and encouraging pr;vate job creation
in local areas.

To'be»effective,.Suchﬂan;approach requiress

B _ o : o The-hatnessing‘offaccriticaiumass'of{the~ ,
"t , : limited resources available; B

- : IO% The integrated use of a variety of development
tools, especially business assistance,. public
facilities, planning, and housing;

o Streamlined program delivery and the capacity
- for timely decisions;

-3 The effective involvement of different levels
of government and the private sectors

o A:poliey'and‘proqram-mechanism=broadfenough-'
to take account of the increasing interdepen=-
dence of urban and rural areas; and

A solid analytical capacity to identify problem&
and formulate adequate responses.
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Unfortunately,. howevef, the: organzzatzon of Federal

velopment assistance programs diverges- from what is

heeded in almost every respects

. iv..

Programs and resources are sévéfely'frqgmented;

Economic development assistance is splintered among
ten progrars in five different agencies (Economic
Developmant Administration (EDA); Department of
Bousing and Urban Development. {HUD); Farmers Home
Administration: (FmHA); Small Business Administratiom
(SBA); and Community Services Administration (CSA)).
The proposad National Development Bank would create:

Generalfcommunityffacilities assistance is scattered
amoung four agencies. (HUD, FmHA, EDA and EPA) and
the Title V Regional Commissions.

Nine programs. in three agencies (HUD, EDA and FmHA)
and the Title V Regional Commissions provide funds
for development planning.

The long-term economic development programs have
no effective links with employment and training
programs that are preparing people for jobs..

_ Prqgramvprocedurés conflict.

Each of these many programs has its own funding
cycle, its own planning requirements, its own
€ligibility standards, and its own application
process, making coordznated use of Federal tools
difficult.

Delivery systems diverge widely.

For example, EDA relies on six regional offices
and a network gfj'GEVelopment.districtsa'

HUD has 10 regional offices, 40 area offices,.
37 insuring offices and eight valuation stationms.

The Title V Regional Commissions rely on the States
for development planning and programming, while HUD

~and EDA largely bypass the States. ‘
The FmHA has 42 State offices and 2,445 county offices.
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' Authority does not match responsibility.

whe;currentzstructure~haseno:consistent.organizing~

- principle.  Agency responsibilities are split along .
- both geographical and functional lines so that . QF
.. Cabinet secretaries freguently Iack.program.authorit¥§;

to: carry out their zesponsibilities, and no Cabinet
official has: the auvthority or responsibility to:

devise and carry out overall subnational development
pcliciesf,

For example, although USDA has the rural development -
lead, 75: percent of rural development grant funds

are in BUD and Commerce. Commerce, which has major
economic development responsibilities, spends most

of its EDA funds on public facilities, while BHUD, "
which has major community facilities responsibilities,.
spends more on economic development projects through
its UDAG and CDBG programs (10 percent of which goes
for economic development) than all of EDA.

This.fragmentation~causeS»méjor administrative and

programmatic problems, including:

o

Confusion and excessive administrative burden and
cost at the State and local level. Each program
has: its own separate regulations, reguirements,

and management procedures. This causes tremendous
confusion at the local level. Small cities. ‘and _
rural areas,in particular, complain that only cities
with extensive grantsmanship operations can sort

out the maze and get adequate development funding.

Limited ability to involve the private sector. The

- number of agencies and procedures to be followed

for packaging complex projects xesults in long lead

- times before projects can get underway. Private

investors often cannot afford to wait. One agency's
refusal can jeopardize the project, making businesses
reluctant to get "tied up™ in government red tape.

Znefficient'userof‘FéderaI'pérsonnel“andfresources;
Opportunities to save administrative costs. and use
more effectively scarce technical talents now spread
among the agencies are being lost. In fact, there
is a trend toward further entrenchment of the waste

- and overlap. Three agencies are expanding staffs
" €0 conduct similar economic development functions:

(FmHA, HUD, and EDA), and a fourth is about to be
created (The National Development Bank). EDA is
hiring urban specialists from HUD. Meanwhile, HUD
EDA, and FmHA are reviewing plans and applications
from the same communities, often for the same project
and while coordination to minimize this overlap :
is being undertaken, it {s very costly and wasteful.
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Unnecessary rigidity in the system; lack of
.. flexibility to respond to local needs and : :
opportunities; inability to pool and focus !?‘
limited funds effectively to implement national ji

Egi%gzm~f§hch:categofical program has. a slightly
different viewpoint and set of requirements that
must be met, Each community must attempt to tailor

- its strategy to react to the changing mix of often

- narrow and not always consistent agency viewpoints

and corresponding funding levels. Each program has
slightly different targeting criteria determining
which communities or parts of communities can receive
funds..

Lack of policy focus and direction. Fragmented
programs. and agency responsibilities make it difficult
to: devise and implement coherent national policies.

No one agency can formulate development strategies:
that balance the needs of communities of different
sizes or set priorities among different types. of tools.

Difficulties in comparing and evaluating the -
effectiveness of different approaches. because: of

wide variations. in data collection and interpretation
among: programs and agencies. No agency can evaluate
the total impact of development assistance programs.

Gaps and overlaps in geographic coverage resulting
from the widely different definitions of urban and
rural used in different programs and the presence:

of three different agencies (BUD, EDA and FmHA)
providing virtually identical kinds of assistance to:
smaller communities. With lines of demarcation: so
blurred. (because of the haziness of the underlying
demographic distinctions) and the responsibilities

so confused, some types of communities find themselves

-sent, from agency to agency.to get the aid they need. _

Exhibits IV, V, and VI describe the programs and depict
the organizational fragmentation.

Princival Alternatives:

Option 1. A Department of Development Assistance
(DDA) and program consolidations that would streamline
Federal development assistance. The organizational
and programmatic changes are highly interrelated since

- the major program reforms are: not possible without

program transfers., : '
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Organizational changes: The central concept '
underlying. DDA is. the need: to bring into a
single: organxzation & core of development
tools aimed at improving the: long-term economic:
health and vitality of local areas. 'The
concept builds on: two premises: first, that
an effective development approach reguires

the coordinated use of a variety of tools
since business location decisions are affected
by far more than the availability of only.:

" business assistance; and seco0:1.d, that the

interdependence among urban and rural areas:
requires an organization that addresses the
needs of all types and sizes of places within
a unified framework while still allowing for
program variations. geared to. local needs and
capabilities.

Tozachieve&this,.the<DDx.would?absorb the:

 following Federal program responsibilities:

Current Agency | , Ptograms
-Agriculture: Cdmmunityvandfeconomic

development.programs (non=
farm and non-housing) of
the Farmers Bome
Administration

Comnerce:- Economic Development
. Administration;Title V¥
Regxonal Commissions.

C8A Community Economic
Development Program.

BUD: All programs

SBA. A S01 and=502:programs

(loans to State and local.
development companies)

National.DévelOpment
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Bevelopment, community development and development
i planning programs, as well as many of the housing
' éprograms. in one place.

'.SOwconstitutedy the DDA would become: the central focus
of Federal efforts to encourage: the long term viability
of States, regions, and local areas of all sizes. It
would become the principal Cabinet. advocate of balanced
subnational development.

Within the Department, economic: development would: be

. organizationally distinct from housing and community
development, thus preserving its emphasis on job creatien..|
‘\.The Department would establish organizational representa-
tion: for urban and rural responsibilities and provide

for the special delivery system needs of small towns and:
rural areas.

Exhibit:VII'depicts the transfer of resources and
personnel: in this option. Exhibit VIII depxcts the-
simplified delivery of Federal development asszstance
under this: option.

®  Programmatic Changes. The Department of
- Development Assistance would make possible program
changes to: help solve the problems caused by the current
fragmentation. Many of these program changes would
require separate legislation: and could be pursued
simultaneously with the creation of the DDA or be phased
in over a: period of time.

Consolidated Economic Development Assistance Program:

Combine 11 individual economic development grant and
loan programs into:

(1), & consolidated economic development grant program
(EDA Title I, IV, IX, Secs. 301 and 304; HUD UDAG;
FmHA  Industrial Development grants; National:
Development Bank grants)s

(2). a consolidated economic development locan program
building on the proposed National Development Bank.
(National Development Bank credit programs; EDA

. Title II Business loans; FmHA Business and Industry

.- loan' guarantee program; SBA 501 and 502 loans to

- State and local development corporations).

Both of these would be discretionary: programs and :
would be administered by an expanded Economic Development
Administration within the Department of Development
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.Assxstanée, Separate urban and rural pots wouléd

. be provided. The consolidated proqran could be - _
~- introduced as: the: Administration's EDA reauthoriza-ﬂ[

tion: bill. which comes up this year.

P

'?Iannigg Assistance»andlPlannxqg;xeguirehents

neplace~theﬂsevenvexistingzdeveiopmentxpIanning:
assistance programs with a single program that would
fund an integrated development priority-setting process

‘Existing planning requirements of the programs within
- the DDA, as well as of some programs. left outside it

(e.g., transportation, EPA water and sewer, and employ-
ment and: training) would then be changed to respond

to these priorities and to reduce overlappxng planning
xequ;rements. ,

Rural,bevelopment>

Create: a: unified, er#ibIeﬂand%more’efiicient rural
community facilities program by merging four existing -
programs. into two: .

- One~£or'rural,éommunity:development loans (FmEA

water and waste disposal 'and community facilities.
Joans); and

® one for rural community development grants (FmHA
'~ water and waste disposal grants, and Community
Development Small Cities Grants).

ihe two- programs would be administered by'a rural
community development unit. that would form part of
the core of the DDA. .

Bousiag;Simglificatione

Work with WUD, the Veterans Administration, and FmHA
to streamline application forms, appraisal procedures,
and related reguirements in the housing prograns
administered by these  three agencies.

‘Labo:/Economic-Develqpment Links:

Create}aesystem.ofvlihRS‘betweenvthe:redéral employmeh
and training. programs and. Federal development assist-
ance. prograns, o
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&%ntages and Disadvanta ges., o ' ; "

Equzpping a single Cabinet Department vith.a - gg
critical core of development tools and programs: = &
will help upgrade economic deyelopment as a focus -
of Federal policy and improve development partnerships
vath State and local governments.

Lovating urban and rural development programs in a
- gingle department will reduce gaps and ineguities and
permit the establishment of coherent and balanced:
- Federal development policy while preserving the
possibility of varjations in urban and rural developo
ment programning.

By providing “one-stop shoppzng for a basic core

- of Federal development assistance, this option will
improve program coordination and permit significant
program consolidation. It will also: improve Federal
responsiveness to local strategies.

This alternative: would simplify the Federal planning
assistance programs: and more closely- tie them to
development funding decisions. .

By clarifying authorities:and?responsibilities-fo: .
Federal development assistance, this option would@ make:
Federal development efforts more understandable and.
accountable., -

' Federal-level consolidation will help. reduce fragmenta-
tion at State and local levels.

The" structural ohange will permit program reforms to
create consolidated development loan and grant programs,
simplified planning programs and a streamiined ....

- rural community facilities program comparable to- the
~existing urban program.

While permitting better use of program monies, this
proposal will reduce administrative costs at Federal,
State and local levels and make better use of scarce
Federal and local technical staffs. Federal savings
annually will be approximately $43 million, State and
local savings can total approximately 30 percent of the
~current administrative costs of these programs.
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@ This option will strengthen the analytical foundation
‘i’ for subnational. development decisions and create the

ﬁE;’-f" capacity to anticipate 63V91°Pment problens and ¥
- oppoxtunitzes in advance. ’ j;t;
®:

For the first time an integrated approach will be
possible by the Federal Government for “adjustment

problems™ ranging: from base closings: to trade adjust-
ment. to disaster recovery.. 4

Ter - ®  This option will facilitate the use of housing
S ‘programs as an: integral part of development programs

e Dzsadvantages of the’ proposal are included in the agency oommemtg.

. 0ption 2- Consolidate Economic Devel*pment ?tograms 1n _
Commerce Leavxng Commun;ty Development in HUD and USDA..

Th;szalternative'vould:makefaﬂsharp-dxvxsion between
- economic development programs. and community development -
- ’ and housing programs. It is based on the presumption -
that economic development. and community development are: = -
really different and that economic development must be:
closely associated with the trade, information, and -
sectoral analysis functions: in. the Commerce Department. -
It would group: the major economic development programs. -
‘together in EDA in Commerce, and leave the community
development and housing programs: in HUD- and FmHA.

SRS ®  Organizational Changes

The expanded Department of Commerce and Economic:
: Development would absorb. the followzng Federal
. o } program responsibilities:

: .' - Current Agency Programs.
f‘ i Commerce All programs
U HUD | UDAG. |
' | Agriculture- FmHA Business and Industry Loa:
: FmHA. Industrial Development gr:
L - .. . SBA . e 501 and 502 programs. (loans to
o L State and local development

- o o companies)
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==cmganizatxona11y separated from the other business
c!!umwwaﬁr' ‘iﬁosszstance, trade, and information functions to preserve

s;s“ Q 123

Ll -
.
PESTTS B T RT Y NS

its emphasis on Job creation in di _areas. ﬂithiﬂ%
the Economic: pmen’ inistration there would be an
enlarged: Development Bank to provide credit assistance:

to businesses, and a: division. to provide economic
development and public: facilities grants to: States,
communzties and other current recipients.

"-"-3

Exhibit IX dep;cts the transfer of resources and
‘personnel in this qption.

Prog;ammatxc Changes,

Like Option 1, this option would make possible the:
consolidation of Federal economic development programs,
housing simplification and labor/economic development.
links, but not rural community facilities consolidationm:
or planning assistance consolidation.

A lzm;ted form of',-'a

--tiov would consolidate all
* 28(in Commerce> UDAG will be:

eavthorization in 980 and a decision on its
~ult1mate placement would be deferred until then. This:
-sub-opt:on would not allow full consclidation of E
- economic development grant programs and would not .
achieve the benefits of full consolidation of economic
development programs. Bowever, it would avoid some

of the disruption and cost associated with attempting
to move UDAG..

Advantages | A ‘?

“option would\concentrate economic development
program resources nt the Federal level, much as Option
1 would. Option Y would thus permit better evaluation
of Federal econo development programs, streamline:
economic development assistance, and provide a home
for the Wational Development Bank. (It would not,
however, include: the substantial economic development
funds spent under the HUD CDBG program.)

®  The Federal Government could save $7 million. by con=
. solidating scarce technical expertise, and standard-
izing and simplifying economic development program
reguirements. (versus $4.3 million in Option 1).

o S D em. g
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. ® This;optidn=vould*alloﬁ#the§Administrgtion:to-buil&'
.. - on. the pending EDA reauthorization and use it as' & ?
- wshicle for consolidating economic development >

> programs, as does: Option: l. -
L ® Sone-contendfthﬁt:by separating economic from ;
Ut : community development, this option may help- to ensure

the business focus of economic development programs,.
although most of EDA's funds now: go for community - -
facilities..

° This option also builds on EDA's reputation for
responsiveness to Congress..

LA Expanding;économicrdeveloPment functions in Commerce
increases their potential for targeting economic
development funds to trade and productivity problems.

i o Other Alternatives Considered

(a) Seek procedural change only: Some of the problens
with Federal development programs could be relieved

through better coordination and detailed procedural ‘
changes. In fact, the Interagency Coordinating Council
has already made a start in this direction. Even if
the reforms proposed above were adopted, this mechanism:
would still be needed to coordinate the numerous:
agencies and programs. untouched by  reorganization.

To rely, on procedural coordination alone, however,
seems. unpromising. A long history of previous:

=) - ‘ : efforts to relieve program and organizational frag-
- , ' mentation through procedural change and coordination
Lo demonstrates few lasting successes.

(b) Create separate Departments of Urban and Rural
Development: This option would place all community
and economic development programs for rural areas in
Agriculture and all community and economic developnent:
programs. for urban areas in HUD. It would appeal to
rural groups. and achieve some simplification. However,
this option would be the most disruptive because it -
would reguire that EDA and CDBG each be: split in two.
It would raise programmatic problems because urban and
rural areas are interdependent and because many communi.
ties, as their demographics change, would have to shift
from one agency to another for funding. ' '

-.. . ) o '.
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(c) Create a broader Department of Devel;pment Assistance:
A number of other programs would fit well within the

.. DDA concept and may be: candidates fcr eventual inclvu

Because they are politically unfeasible or because iz

links to the agencies in which they now reside are too

substantial to disturb, we have not included them in

!ﬂssﬂ-'w

Option: 1.

- Employment,and?Txaining;xdministrationv(Babarr

o B&ghway andrrransit:Pxograms:(Transportatidnl‘

°. Wastewaté:f?reatmentrConsﬁruction»G:antf?xogxamklt
« Veterans Adninistration Housing Programs.

,xgénqerommentSy

Commerce opposes: DDA: and regommends that economic development
functions be consolidated in Commerce and that trade functions
in Commerce be strengthened) Commerce believes that economic
and community development fundamentally different--that
economic development is aimed at stimulating private invest=

. ment, and community development is aimed at promoting the-
social welfare of communities and their residents. Commerce
strongly feels that the inclusion of the economic development
function with housing and community development would make
the economic development function impotent--that these funds
would quickly be contaminated by community development activiti

This\ispbasedionethe*expressed;fea:*that HUD"s constituents and

*social welfare ethos™ would predominate. Commerce also feels
that reorganization alone will not achieve administrative and
program efficiencies in a new Department and that a new
Department would be an awkward amalgam of activities. Commerce
feels that sectoral problems are increaszngly important and
that sectoral analysis, trade, and economic development must
be linked organizationally. ' Commerce argves- that EDA. is workil

well at Commerce. They believe-that economic development should
remain at Commerce and be strengthened by adding the National
Development Bank program. They further believe that the EDA
reauthorization is avgood‘vehicle»to‘accomprish this end.

Others argue that community and economic development will not
necessarily be better integrated because urban community develop

ment will still be dispersed by formula while economic developme
funds are: discretionary.
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- supports the creation of DDA but reserves judgment on the
prigran consolidation recommendations until further informa-
tﬂbn ‘ds available. They argue that community d&evelopment, iE
e omic development, and housing must be administered in

e department to make development assistance work and the

'tore=0ppose'the-CommerCe—based‘option.because~ittuouldisplit.

these functions. ‘Recipients often use community and economic:
development funds for the same purposes and do not distinguish
amongsthemzin'practice. In fact, much economic development
assistance goes for community facilities. HUD also opposes the
cOmmerce based option because it would make it more difficult
splidate planning assxstance J% rural community facilities
They also believe tha optitn will provide a necessary

i critical mass: of :esources.and significantly streamline the
- process.. They also state that HUD's purported shortcomings
- mentioned in the memorandum: are exaggerated and out of date

and that many criticisms of HUD are for actions that result
from legislative rather than departmental restrictions.  HUD:
argues: that FmHA multi-family assistance programs should be:
incluaediinrbna.

DSDA believes. that community: development. economic development,f

and housing should be combined, and therefore opposes the ,
Commerce-based option because it would split these functions. -
Agriculture is particularly concerned that rural assistance

be delivered through multi-county district offices. of the sort
that FmHA is creating and therefore urges that any zeorganiza- .
tion plan incorporate these offices. v

SBA supports the DDA, seeing little difference between communit;
and economic development. It endorses the proposed shift of
its Section 501 and 502 programs. SBA opposes the Commerce
based option.

Treasury takes no position on structural change, except ¢o-
suggest that the National Development Bank need not. be:
separate if reorganization.takes place..

CSA’ supports the DDA concept but believes that its programs
should not be included.
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;f* ‘Decégions - :
) T ) : i . ;
g o0 Do»ggpvwish‘to reorganize development assistance, including J;“
' botH structural and program reforms?:

b o . . LB gn W

_ yes, construct a Department of Development Assistance -
S : _ and pursue: the associated program reforms. :

- e

O

S PEETEE OB AL

es, construct a Department of Commerce and Economics. ™ =
Development and pursue the-possible:program-reformsﬁz

P W gtins Y- o

es, construct a Department of Commerce and Economic
~ Development but do not include UDAG; pursue possible
program reforms..

l)OT.

III. Food and Agriculture

P Our’ food system is big, complex, and constantly changi
. ‘ v'rheses changes;. reflect trends in consumer habits, adgancing‘i:géh-?
i - >nology,»groying'kyowledge-of’the relationships between diet and
- health, and changing world economic conditions. By historical
. standards, the food system has performed well. ' '
and new standards for evaluating the system are
- expect the food system to help meet national hea

But new problems
emerging. We now
1th goals, aid in

world diplomacy, contribute to wise resource use, and help
meet other domestic and international needs. .

The conflicts in the food system are many; farm prices
versus retail prices, processing costs versus food safety,
product promotion versus nutrition information, and food aid

g and foreign trade versus domestic supplies and costs. Each of
5; ' these conflicts must be: dealt with in forging a food policy.

P Nutrition research, education, and suryveillance are scattered
_ - throughout USDA and BEW and other Federal organizations, There
is currently no place within the Federal Government where these
important nutrition activities are integrated to develop more:
consistent and effective Federal programs. As a result, we
" have' a weak policy (some would say no policy at all) and even
minor program controversies sometimes rise to the White House
for resolution. The Federal nutrition effort has been criticized
as followss -

PP T L G MR T
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® It is unresponsive to: consumer concerns and long-
term public needs..

!Ez; It has low status and v;sibility in the Federal
Aig ~- Government.

jEPf It:has:Iimited%accountabilityfin:terms;of’technidal jgé
e ' accuracy and measures. of effectiveness.

o

i
Bs

[

s , e There~isapod:-coordihation~among.organizations
» conducting nutrition-related activities.

- me - Enbancing consumer and nutrition functions: in a separate
o . and clearly identifiable unit in a Department of Food
and’ Agriculture has the following advantages:

- Permit conflicts?between}foodTand‘nutrition policy'
and commercial agriculture (over food safety, price,.
labelling, chemical additives, etc.) to be worked
out within a department.

- - ©Provide a close relationship between nutrition
-~ : research and farm production decisions..

=. Give the. Secretary of USDA greater balance among
,his production and consumer constituency groupss

= Provide a strong Cabinet voice for a national food
and nutrition policy.

We recommend the following organizational and process change:
to improve the management and focus of domestic and international
food and nutrition policy:

«(¢1l) Designate: the Departmentfof'Agriculture:as the lead
agency responsible for developing a national food and nutritiom
policy-.

5 (2). Direct the Secretary of Agriculture to work with OMB
. and DPS in developing administrative and legislative proposals

- to give greater emphasis to nutrition policy in USDA. Among the
changes: to be considered are: ‘

® Change the name of USDA to the Department of Food'
and Agriculture to symbolize the Department's broader
mission.

® Organize;theﬁbepartﬁentzinternally-as followsf
- Create two Deputy Secretaries -- one representing

agricultural, trade and marketing interests, one
representing consumer and nutritionp interests.
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- Internally segregate consumer-oriented programs
for traditional agricultural “promotion™ programs.

-ai} Consideration of proposals for consolidating authori-
§*~~ties for promotion of agricultural trade with authofit
if for control and development of agricultural production%‘

We expect. these activities, if approved, to. produce
adninistrative and possible legislative proposals for
consideration later this year.

Agency Comments

Agriculture believes: that these proposals need further
development. They suggest more attention to consolidating
authorities for promotion of trade in agricultural products
and. to improving delivery of nutrition assistance and
agricultural development aid to other nations. Agriculture
believes that more complete consolidation of food production
and safety functions will be required in the long term but
‘does not recommend consolidation of all food safety programs
at this time. _

Decisions

(1) Designate USDA as the lead agency for
- nutrition policy:

Yes. ’ ' No

(2): Direct the Secretary of Agriculture to work with
: OMB and DPS: to develop proposals to enhance
information policy in USDA.

Yes. ' : No

00r : wId. s s oo . @@ » o«
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Em iemehtation~and‘3ext Stqggq
’bsing-Reo:g;ni:ation‘Aufhority;

As. you know, reorganization authority cannot be used

'

to: abolish a Department or all its functions. It can,
however, transfer parts of Departments and can be use
to rename departments. ‘

Because reorganization authority is a much quicker
and easier way to accomplish our objectives, we want
to do. as much as possible by plan. Two plans should
be enough to implement the structural changes in the
natural resources and development assistance options..

If you choose to: implement. the Development Assistance-

program reform, follow up: legislation will be required.

. Timing and Announcement

If you choose to attempt substantial reorganization,
this project merits a State of the Union announcement
for two reasons:

(1) It,should‘have,broadipopulér appeal and fit well
with: the economy/anti-inflation themes planned
for your address.. '

(2) 1Including the proposal will signal that you
regard it as a high priority that you and your
White Bouse staff will work to pass.

Decision

Work toward a State of the Union announcement.

[T vs = [T w



EXECUTIVE OFFICE OF THE PRESIDENT
COUNCIL ON ENVIRONMENTAL QUALITY:
722 JACKSON PLACE, N. W:
WASHINGTON, D. C. 20006

January‘3;‘1979- . .

MEMORANDUM' FOR' JAMES. T. McINTYRE \NJJSpjﬁﬁ"‘—-  o

FROM: : Charles. Warren%‘,: / | \
N . .

SUBJECT Reorganization: 1979-

Our comments. concern only the Department of Natural Resources (DNR)-
proposal.

Overall, the: proposed DNR brings together the major natural resources:
functions performed by the federal government and, in our judgment,
includes: all agencies that should be included. Organizing the basic
functions. of the department. into the five proposed divisions seems
sound -- public lands; oceans; water resources; outdoor recreation,
“natural, resources. sciences.

We strongly support the preferred option for reorganizing the federal
government 's water resources responsibilities. We believe that achieving:
the water resources: reorganization proposal is the highest priority -
issue in. the natural resources area. Moreover, we believe that
accomplishing only the water resources reorganization proposal would

be worth the effort. This accomplishment, when coupled with the
President's June 6, 1978 Water Resources Reform initiatives, would
represent full achievement of the President's campaign commitments. in
this: area and would result. in significant reform that should have long-
term beneficial effects:in conserving water, saving money, protecting
the environment, and constructing better projects. We believe that the
memorandum' should make clear that the new Corps of Engineers would be
provided. with a new mission -~ because this was one of the President's
specific campaign goals. The: memorandum should state explicitly that
the: Corps:- will be' an omnibus- construction agency performing work on
contract for DNR and other federal agencies and that the- Corps will be-
involved. in new projects only after they have been approved as. new
starts by the Congress. (see pages. 5-6 of the memorandum).

We believe that.the Cabinet memorandum  could. be improved in a number
of respects for:the President. Our comments and recommendations follow.



A.. The Basic DNR Concept

We believe that five basic DNR reorganization issues are not addressed:
adequately in: the: Cabinet memorandum:

o "Centers-of-Excellence" reorganization concept
< o Corps: of Engineers navigation;functioﬁs~
o: Water resources projects: operation and maintenance functions
o Economic regulatory functions

0. Marine-Mammal Commission -

1, "Centers-of-Excellence"

_ One of the: key organizing concepts. proposed by the President’'s
Reorganization. Project (PRP) staff is' to base each major functional unit
of the DNR on an' existing "center-of-excellence;'" for example, the Forest
Service in the public lands area. Discussion of this approach is not
included in.the memorandum.. It should: be.

The: approach: is: an: important one. It. underscores. the merits-
of several aspects: of the reorganization proposal by ensuring that well
managed. federal agencies can: expect to be rewarded for their performance
and. that good performance: is- the central goal of the reorganization proposal.
The approach also: helps to:provide support for the proposal from interests
which fear that good. agencies like the Forest Service, for example, might
lose their status. as a result:- of the reorganization.

2. Corps Navigation Functions

Under the proposal, the: Corps. of Engineers would retain its
navigation/transportation responsibilities. We believe that these functionms.
should be transferred to the Department. of Transportation. This transfer
would: bring together in DOT all major transportation responsibilities
and: require all transportation modes (air, highway, water, rail, etc.)
to- compete directly with. one another for federal aid and related benefits.
Thus, transportation modes would be treated more: equitably one with
another, federal transportation subsidies could well be reduced, and fewer
water resources: projects that are designed to: meet transportation purposes
might be funded. Transferring water resource related. transportation
functions from the Corps to DOT would, along with the preferred water
resources proposal, complete a comprehensive: and effective water resources
reform package, which is an important Presidential goal.



3. O&M" Functions
No mention is: made in the memorandum about how- water resources
projects: operation and maintenance (0&M) functions.will be performed. We
believe that the 0&M functions:ought to be reorganized in accordance
with the same principle that goverms: the basic water resources projects
reorganization proposal. Thus, O&M policy making and planning functioms:
should: be DNR's responsibility- (while 0&M contract construction type
work would be performed by the: Corps. This allocation of responsibility
would accomplish the same benefits as. the: water resources projects
reorganization proposal.

4,  Economic Regulatory Functions

When the Department of Energy was. formed, responsibilities for
developing so called economic regulatory regulations for energy minerals
leasing activities were transferred from the Department of the Interior
to'DOE. Careful analysis of these "economic regulatory functions'
demonstrates. that they are primarily land use functions which determine
how: land 1s developed, mined, reclaimed, etc. These land use planning
decisions should be DNR's: responsibility, not DOE's.

The: DNR‘memorandum does not. address this issue.. It should. and
should propose: the transfer of these functions from DOE. back to Interior
- (DNR)...

5. Marine Mammal Commission

Although not addressed in the Cabinet memorandum, the DNR proposal
recommends. abolition of the Marine Mammal Commission. The Commission is.
a. small agency with very important wildlife protection responsibilities.
Moreover, the Commission 1is: one of the few federal agencies that has. con-
sistently produced excellent work, is highly respected for its professional
expertise, and deals competently with very controversial issues. It has
provided the Administration: with essential services in helping draft
the international treaty on Living Marine Resources of the Antarctic
Convention. The Commission: provides a real public service and its
excellence should be recognized and protected. The: Commission should
not be abolished..

B.. DNR.Land'Use,Regponsibility

The*Cabinet.memorandum~doesanotfdiscuss the concept that DNR will
apparently not have any responsibilities for "privately held lands used
for commercial farming and lands developed for residence, urban, and



4
industrial uses' (quoted from more detailed PRP' Staff Analysis: of the:
DNR). This land use issue:is: an extremely important issue which, if
not. resolved properly at the outset, could cause DNR to: have serious. problems
in implementing 1its broad natural resources protection responsibilities.
While  this exclusion of land use responsibility is probably geared to
allocating responsibilities to the: Department of Agriculture and Housing:
and. Urban. Development, the proposed approach: would tend to eliminate
careful consideration of important environmental and related natural
resource factors when- federal actions. are undertaken that affect or
involve private lands. For example, land protection proposals: such: as:
those for the: Santa Monica mountains: in- California and the Pine Barrens
in New Jersey: involve federal actions which should be DNR's responsibility..
Britain and several states have used a variety of land protection techniques
for unique "private" lands, such as the Adirondack Preserve in New York
State.. Responsibility for developing, experimenting with, and
implementing these new: types of land.protection techniques that involve
private lands: should be DNR's responsibility. DNR's responsibility and
authority to: deal with:private land use protection and conservation issues:
should be-established in the Presidential decision memorandum.

C. Full Discussion of All Views

' The discussion- 6f the DNR in the: Cabinet' memorandum is essentially .=
very upbeat, emphasizing the beneficial aspects of the proposal. Although
the proposal: is: a good' one, there are responsible and :serious opposing.
points of view which should be discussed. in the Presidential memorandum.

For example, it is unlikely that the most important or serious or contro-

. versial reason for not transferring the Forest Service.to DNR is'that:

"The Forest Service provides. services to farmers. who- grow trees' (see page 7
of Cabinet memorandum).

The discussion of Cons should. present the basic and best arguments
and data that would support actions contrary to those proposed so that
the President will have a thorough understanding of the decisions he is
being asked. to make. For example, the following three Cons ought to
be:included~in-the~Presidential memorandum:.

But: There are those who question whether it is possible or
desirable: for one agency, and one: Secretary, to balance policies:
and resolve conflicts regarding the use of the nation's

natural resources. Decisions on these matters should reflect
negotiation between various. Cabinet level officials that the
creation of a single DNR would not permit.



5.
But: There is value in having several similar agencies
developing management: approaches for natural resources. pro-
tection purposes. For example, the land planning and environ-
mental assessment processes. developed by the Forest Service
have: contributed. greatly to: changes in BLM practices. This
creative: "competition” will be discouraged or eliminated by -
the: DNR proposal.

But:* Public information: on federal decisions and participation
in. decisionmaking could be: significantly reduced by the
creation of a. comprehensive: natural resources department.

In practical terms, public participation in environmental
decisions: is: enhanced and encouraged by having several similar
agencies: involved. in decisionmaking because, for example, one
agency may be more interested in involving citizens. in the
effort. Creation of a comprehemsive DNR could eliminate or
reduce formal and informal opportunities for: public involvement
that now exist.

D;V, Discussion~of‘Problemszddressed and'Resolved_

The Cabinet memorandum discusses problems addressed by the DNR. proposal
in only the: most. general and. conceptual manner and speaks. only of generic
problems. which are not unique to°DNR. No doubt every functional area. in
which. the federal government operates: involves more  than one federal
official with: relevant responsibilities: and a lack of clarity about who is
responsible for what decisions. and inconsistent regulations: and procedures:
(see pages 2~4 of Cabinet memorandum). The Presidential memorandum ought
to discuss several specific, concrete problems which are addressed' by
the reorganization proposal and, in.theory, resolved. The memorandum
should: also: discuss how: reorganization resolves: these problems..

E.. Discussion of Interest Group-Positions, Politics, Etc.

The Cabinet memorandum does not discuss the very important information
about which: interest groups, including political groups and Members of
Congress, support or oppose the proposal and why. An accurate and fairly
detailed discussion of this: information: is essential for the Presidential

- decision memorandum. In a similar vein, there 1is. no- discussion about

how and why Congress' organizational structure affects the proposed DNR,
in particular whether Congress' own committee jurisdictions may enhance
or limit the effectiveness of the DNR proposal.
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F.. 'Organic Acts/Legislative Proposals

The: Cabinet memorandum does: not discuss the organic acts or other
legislative proposals. which are proposed for development, such as a DNR
and a.- NOAA: (oceans) organic act. It is important that the memprandum'
1ist: and discuss: all legislative proposals: that will be part of the
overall DNR proposal, including their importance to. achieving an
effective: DNR: and their likelihood of success, so. that an informed decision:
can be made between using a reorganization plan or a legislative proposal.

G. center of Life Science and Technology Expertise

In the DNR proposal, ecological responsibilities. are stated or
implied with respect to: each major functional division. However, no
"Life Science Center of Excellence" is proposed. It is important that
such: a. center be established within: the DNR so-that informed scientific
opinion can be provided in these areas on a level similar' to that which-
the DNR' proposal already provides for the physical sciences. A bureau
level group in: the' Natural Resources Science area is probably the best
location.

H. Other Comments

I. It is quite unclear what is meant by the term "clients" in
Exhibit I and whether the purpose of the reorganization is to- serve those:
clients: better. If that is the case, then there is apparently little
interest in providing better organization for environmental and conserva-
tion minded citizens and groups. There 1is: a need for clarification.

2. Onfpagei3;‘the:memorandumzstates: "two agencies spent over $1
million determining who- has jurisdiction over the: sea turtle, an

. amphibious endangered species." If this is the cost of studies, it is'

unlikely that the subject of the studies was agency jurisdiction. 1If
this. was: the cost of the dispute, this should be made clear, including
what kinds of costs. are being counted.

3. On page 7, the memorandum states that "simplification and consolida-
tion of fish and wildlife project review and dredging permit review will
speed the regulatory process.'" It is unlcear how reorganization can
accomplisli this and what the simplifications are. This process. should
be stated more explicitly since, at a minimum, it appears to involve:
changes in existing regulations. Moreover, no mention is made about
whether this simplification can be accomplished without reorganization.
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THE CABINET INFORMATION AND DRAFT DECISION MEMORANDA WERE

NOT SENT TO THE OVERSEAS PRIVATE INVESTMENT CORPORATION.

‘ THEY WERE ONLY SENT THE ADDITIONAL REORGANIZATION OPTION.
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CORPORATION |

126G 2Cth Street, NW.

Wasking‘on. D.C. 20527
Telex-OPIC Wsr 89-2340

Office of the Presider:

January 12, 1979

MEMORANDUM

TO: Honorable James T. McIntyre
Director
Office of Management and Budget

SUBJECT: Department of Foreign Trade and Business
Development -- Comments of the Overseas
Private Investment Corporation (OPIC)

We have reviewed your memorandum concerning the proposed
reorganization option to create a Department of Trade
and Business Development (DTBD) that would include the
Overseas Private Investment Corporation (OPIC). Because
of time constraints these comments will be brief and
will focus only on the most salient issues.

General Comments

In spite of assertions to the contrary, there does not
appear to be a sufficient basis in economic rationale,
similarity of mission, or mode of operation to justify
integration of the dlsparate‘organizational elements
proposed for the DTBD. The amalgamation of these
heterogeneous agencies might be viewed as an invitation
to bureaucratic disaster.

We do not believe that any improvement in programs or
efficiency would result from combining agencies like
OPIC and the Export-Import Bank, with their international
business focus, together with a number of other agencies
whose orientation and programs are overwhelmingly
domestic. As discussed below, the proposed DTBD appears
to be a strange meld of programs--with basic programs
covering a wide range including domestic assistance,
export and trade promotion and assistance of foreign
economic development resulting from private sector
investments.

It is notable that the two pages of asserted advantages
to be yielded by the formation of the new Department
contain not one that directly stems from OPIC's
inclusion. This, coupled with the fact that inter-
national problems were mentioned only once, suggests
that OPIC and the Export-Import Bank are env1saged to

be very insignificant components of the mew Department.
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OPIC's Purpose and Operations

OPIC is an independent, self-sustaining corporation :
established to encourage economic development, especially
of the least developed countries, by facilitating appro-
priate private investment through making available
political risk insurance, guaranties and some direct
loans. ©OPIC does not require annual appropriations, and
thus does not contribute to any budget deficit, as its
operations are funded by its earnings from insurance
premiums, interest and guaranty fees. Fiscal 1978

earned income was $53 million and administrative expenses
were $7.7 million.

OPIC was established in corporate form in 1970 and placed
under the policy and operating authority of an eleven-
person Board of Directors, comprised of the Administrator -
of AID as Chairman, Assistant Secretaries of Commerce,
State and Treasury, the President of OPIC and six private-
sector Directors appointed by the President with Senate
confirmation. The private sector Directors are required
by law to include representatives of cooperatives,
organized labor and small business. When the programs
were moved out of AID this corporate form was chosen
deliberately as a vehicle to make OPIC more business-like
in its structure and responsiveness to the private
businessmen whose investment decisions are the basis for
OPIC's success in promoting economic development of less
developed countries (LDCs). Any decision that placed

the OPIC program in a broad operating agency would be

a regression to a previously proven unsatisfactory
operating structure.

OPIC's mission is strongly developmental. 1Its programs
are limited to the LDCs eligible for assistance from
world-wide or regional development agencies and, since
the Administration's 1977 policy review, have been fully
available only in the lower income LDCs and have been
restricted in the '"upper income" LDCs -- those with

per capita GNP's in excess of $1,000 in 1975 dollars.
In its 1978 extension of OPIC's operating authority
Congress emphasized OPIC's developmental focus and
required by law that the OPIC Board act, as it already
had, to restrict OPIC's programs in the ''upper income"
LDCs.
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The Specific Proposal as to OPIC

The option memo fails to discuss how the proposed
DTBD would be organized or would operate. A footnote
states that the Secretary of DTBD would replace the
AID Administrator as Chair but gives no further clues.

OPIC's self-sustaining operations and its need to

build up its reserves make its incorporation into a
unified budget inappropriate and impossible. Its
mandate is so different from those of the other

proposed components as to preclude any policy integration
advantages. OPIC presently operates under the foreign
policy guidance of the Secretary of State. It is not
clear how this relationship would continue under the DTBD
proposal.

We have recently responded in great detail to similar
issues involving the proposed reorganization of foreign
assistance programs. Since turnaround time on this .
proposal is short, we attach those memos for your
information.

Even if this proposal is meant only to change the Chair
of OPIC's Board while maintaining OPIC's present inde-
pendent operating structure under the policy direction

of its Board, OPIC would oppose it as counter-productive.
However, if the proposal means to create some sort of
unified operating agency, we think it would be disastrous.
(We would appreciate an opportunity to comment about the

. details of any plan to create a unified integrated

agency.)

A Foreign Trade Agency

At times there have been suggestions that a reorganiza-
tion should create an agency to promote foreign trade.

We believe that if the Administration were to decide
that foreign trade is of a high order of priority it
might want to consider creating an agency to concentrate
on that. Such an agency should, in our opinion, include
the present Office of Special Representatlve for Trade
Negotiations, the Department of Commerce's Industry and
Trade Administration, Export-Import Bank and OPIC (as an
independent corporation). The foreign business and
trade emphasis of such an agency would make OPIC an
appropriate member. The high priority given to foreign
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trade that would result in formation of such an agency
might cause reexamination of OPIC's purposes with some
resulting widening of its present developmental mandate.
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Attachments:
1) Peter Szanton Memo 1/3/79

2) Peter Szanton Memo 12/11/78
3) Peter Szanton Memo 11/17/78
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January 3, 1979

MEMORANDUM
TO: Peter Szanton
SUBJECT:  Foreign Assistance Reorganization --

Comments of OPIC

Your draft memo of December 27 does a good job of
setting out the altermatives and their pros and cons.
We do have, however, a few comments and suggestions
concerning its treatment of OPIC. Some of them are
editorial, while some go to the heart of the substance.

1. On page 2, in the description of OPIC please add _
"self-sustaining" so that the phrase is "an independent,
self-sustaining government corporation."”

2, On page 5 change the "bullet" line to read '"Agreed
to make OPIC part of IDCA, under the loose association
arrangement provided in the bill." This change
clarifies the thrust of the original decision.

3. On page 6 the discussion of the "'Full integration"
alternative says that this alternative is''along the

- lines of the Humphrey proposal.'” This, of course, is

not accurate insofar as the Humphrey proposal would
not have integrated OPIC, but would have left OPIC
intact as an independent corporation under the policy
direction of its Board of Directors. Thus, the first
sentence should be modified by adding: '"although it
would go far beyond that proposal in integrating OPIC
into the IDCA."

4, On page 15, to clarify that OPIC's relationship

to a partially integrated IDCA would be that con-
templated by the Humphrey proposal, please change the
first two sentences to three that read: ''This ‘model

... be substantially autonomous and OPIC would continue
to operate under the policy direction of its Board of
Directors. The Administrator would serve as Chairman
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of OPIC's Board. His authority over Peace Corps, OPIC
and FITC would be limited to general policy guidance
and, as to Peace Corps and FITC, control over their
budgets..."

5. On pages 32 and 33 please make the following
changes:

a. In the descriptlon of the OPIC decision change
the third sentence to read "OPIC was separated ...
initiative and given corporate form under the policy
direction of a board of .directors appointed by the
President with a majority of private sector members."

b. Add a new fourth sentence to read "Significant
Congressional (Javits) support for this structure
continues,"

c. On page 33 add a new argument against OPIC's
inclusion to read: "If you choose the fully integrated
model including OPIC would completely change its

structure and operatlng method, going far beyond any
recommenaatlon —

d. Change-the first decision option to read:
""(Supported by AID and acceptable to OPIC, Commerce,
and Treasury if adequate policy and operating autonomy
under a policy-making Board of Directors is assured.)"
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Office of the President

November 17, 1978

MEMORANDUM

TO: Peter L.'Szanton, Associate Director for Organization
Studies

"-Edward Jayne II, Associate Director for National Security
and International Affairs

Office of Management and Budget »
Room 3223, New Executive Office Building
Washington, D.C. 20503

FROM: J. Bruce Llewellyn, President

SUBJECT: Foreign Assistance Reorganization -- Comments of

Overseas Private Investment Corporation

I. General Statement

Including the OPIC program in an integrated economic assistance
agency, no matter the degree of integraticn, will have mo positive
impact on improving budget planning and allocation, coordination of
executive branch presentations to Congress or greater cohesion and
effectiveness of bilateral and multilateral programs.? OPIC's function
is to encourage economic development, especially of the least
developed countries, by facilitating appropriate private investment
by making available political risk insurance, guaranties and some
direct loans. OPIC does not require annual appropriations, and thus
does not contribute to the budget deficit, as its operations ‘are
funded by its earnings from insurance, interest and guaranty fees.

Since OPIC is required by law to operate its programs so as to
make them self-sustaining and this self-sustaining nature is important
to political support for OPIC's private sector-oriented program,
OPIC's inclusion in any form of integrated agency would not lead to
better budget planning allocation among the development assistance
instruments. In addition, since OPIC's program is the one element
of the economic assistance structure that is not, by its yery nature,
subject to the "New Directions" thrust of the other bilateral and
multilateral assistance programs, consolidation of OPIC into a
unified program and Congressional presentation is of no apparent
benefit. Integration of OPIC into the IDCA would not result in
enhancing more systematic consideration of D.S. interests in LDC
development during the formulation of administration policies on
trade, monetary affairs, etc. Finally, as discussed below, there
is no reason to think that integration of OPIC into IDCA would result
in a reduction either in the number of Federal employees or in the
budget deficit.
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On the contrary, the IDCA proposal now before us seems to

- increase both the cost of operations and numbers of personnel

. attributable to the OPIC program rather than streamlining them.
OPIC believes it is now btenefitting fully from those economies

{ of scale that are appropriate by reason of its purchase of several
services from AID and other agencies.

II. The Three Models

A. Option One -~ Complete Integration

A completely integrated line agency that included OPIC
would make no sense. As stated above, the very nature

of OPIC's programs distinguishes it from the other economic
assistance programs and OPIC's operations do not require
annual appropriations. A reorganization that would fully
integrate OPIC into a large government line agency would
constitute a reversion to the unsatisfactory previous
experience that led to OPIC's creation in corporate form.
The OPIC insurance and guaranty programs were administered
by AID prior to OPIC's establishment as a separate corpora-
tion. There is extensive legislative history 1/ detailing
why the present corporate form was considered to be a vast
improvement over the prior structure, and we believe
history has proved Congress correct in establishing OPIC

as a separate government corporation. The need to provide
direct and prompt service to the private sector is, if
anything, more pronounced at present because of the Congres-
sional mandate that OPIC increase small business involvement
in its programs. Effective involvement of smaller businesses
requires the direct, personal contact that would be impeded
by a large bureaucratic structure.

The corporate structure with a governing board of directors
composed of representatives from private industry and

public officials has functioned as an efficient and effective
means for airing viewpoints, resolving differences and
reaching final decisions. The corporate structure is one
that businessmen can understand and deal with. It encourages
the OPIC staff to be businesslike in the conduct of its
programs and in general presents a more satisfactory means
of operating the program than would its integration into a
vast bureaucracy. As can be seen from the footnote text,

the problems of the business community in dealing with the
bureaucracy were the basis for the creation of OPIC as an
independent agency.
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The different skills required of personnel who operate
the OPIC program, with its business-oriented emphasis,
the different nature of the legal problems encountered
and the need for different and completely separate
accounting procedures, seem to preclude effective
integration of OPIC into an overall economic assistance
line agency. In fact, such dintegration would unques-
tionably result in duplication of staff functions by
OPIC and IDCA and add an extra clearance process to
what is now a relatively direct functional operation.
Reccgnition of OPIC's unique business involvement and
its need to attract professionals with private-sector
experience led to the statutory authority to appoint,
compensate and remove up to twenty administratively
determined ("AD") employees without regard to Civil
Service laws and regulations. This AD authority and
OPIC's business-oriented separate character have proved
effective devices for attracting qualified professionals
with business experience who would not otherwise have
considered working for the Government. We strongly
believe that OPIC's integration into a line agency
would destroy its ability to attract and retain
professional employees with pertinent private-sector
experience.

Another inherent contradiction to complete integration
of OPIC into a line agency involves OPIC's need to
function as a self-sustaining entity. Upon its estab-
lishment OPIC received appropriations comprised of the
assets attributable to the prior guaranty and political
risk insurance programs, which were accompanied by the
transfer to OPIC of all liabilities under AID's out-
standing insurance and guaranty (other than housing)
portfolio. 2/ OPIC has been able to satisfy all claims
and increase its insurance and guaranty reserves without
requesting Congress to appropriate any additional funds.
OPIC is authorized to invest its earnings in U.S.
Government obligations and, if necessary for claims
management, to borrow up to $100 million from the U.S.
Treasury. It is difficult to imagine a fully integrated
line agency with one constituent element that has such
individuzlized functions.

Any attempt to incorporate the OPIC programs into a
fully integrated line agency could anticipate substantial
Congressional disapproval. On the one hand, there are
several members of Congress who have strong convictions



-that the present OPIC corporate structure is the
appropriate delivery system for the private investment
program. On the other hand, those who are opposed to
any govermment functions that assist business would
oppose an integration that might result in cost to
taxpayers. The separate character of the corporation and
its self-sustaining nature are important considerations
in presenting to Congress the desirability of a private
sector-oriented eccnomic assistance program.

Option 11 ~ Decentralized Confederation

We believe that OPIC could successfully function as

part of a loosely integrated confederation of economic
assistance programs, For example, a&as in the arrangement
contemplated in the Humphrey-Case IDCA bill, 3/ OPIC could
function as an independent corporation with the Adminis-
trator of IDCA serving as chairman of OPIC's Board of
Directors, just as the Administrator of AID now does.

The OPIC Board, with its representation from the
Departments of State, Treasury, and Commerce as well as
AID, presently provides ample opportunity for consider-
ation of ‘OPIC projects and programs in the context of
overall U.S. Government considerations. Whatever overall
benefits in terms of coordination with other economic
assistance programs and some coordination of Congres-
sional presentation that might accrue from some form

of reorganization could be accomplished under a loose
confederation.

At the same time, it should be noted that the principal
agency with which OPIC works is the Department of State.
All our cable traffic goes through State. All OPIC
projects are cleared with appropriate embassies before
contracts are signed. Human rights consultation is with
State. This direct relationship works smoothly and
effectively and should not be interrupted by the creation
of additional bureaucratic paraphernalia.

OPIC has very deliberately contracted for certain support
functions that could more economically, yet satisfactorily,
be performed by other government agencies or private
contractors. OPIC has "shopped around”" to secure the

best available arrangements. As a result, OPIC purchases
certain. services from the Departments of State and Labor,
the National Institutes of Health and the General
Accounting Office as well as from AID. These include
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processing payroll and travel vouchers, making
international travel arrangements, giving engineering
advice, data processing, medical care and performing
the security, auditing and investigation functions.
Thus, those services that are appropriately carried
out by a larger, more unified structure are now performed
for OPIC by AID and other agencies, an arrangement that
could continue under a loose confederation arrangement.
OPIC believes that its present arrangements represent
the optimum terms of functional economy and that no
further economies would result from a complete integra-
tion because the services that OPIC now performs for
itself are those which it would have to perform for
itself, whatever the structure.

A loose confederation would enable OPIC to function
exactly as it now does, with a President as its Chief
Executive Officer, subject .to bylaws and policies
established by the Board of Directors. No Congressional
problem would be presented by an independent OPIC that
is a constituent element of a loosely confederated IDCA
with the IDCA Administrator serving as OPIC Board Chairman.

C. Option II1 ~ Partial Integration

The partial integration model described in Option III

would not be satisfactory insofar as it affects OPIC.
Bowever, some form of partial integration of the bilateral
and multilateral programs that would leave OPIC in a much
looser relationship, such as that described in Option II
above, could be satisfactory. We are unaware of any
particular reason for uniformity in the degree of integration
of all the components of IDCA.

Essentially we see the Option III proposal as very close
to that of the full integration described in Option I and
as resulting in the shortcomings of Option I. Option III
would make the Administrator of IDCA the Chief Executive
Officer of OPIC, making the President of OPIC the
equivalent of a bureau head or an assistant secretary

of a line agency. It would remove from the Board of
Directors its present management and policy authority,
converting the Board into an advisory group:. Such
integration into IDCA would make it difficult for OPIC
to continue to function on a self-sustaining basis.



The proponents of Option III state that inclusion of
OPIC in IDCA "will facilitate the use of private sector
investment in overseas development, an increasingly
important tool for assisting 'middle income' countries."

' However, OPIC has been directed by both Congress and

the administration to emphasize its developmental role
by giving preference to investments in the least
developed countries and by restricting its operationms
in countries that have per capita GNPs in excess of
$1,000 in 1975 dollars. This contradicts any notion
of a "development arsenal" in which OT'IC's programs
would play an increasingly important role in those

_same "middle income" countries.

In evaluating the asserted streamlining effect of the
Optior III proposal, it is necessary to examine its
Table VI which depicts the effect on operating expenses
and full-time permanent personnel of a variety of hypo-
theticals, including that of an Option III IDCA. The
Table VI figures for OPIC need correction.

Our FY 1979 full-time permanent personnel ceiling is
130, with a reduction to 128 proposed by OMB for FY 1980.
OPIC requested a FY 1980 ceiling of 132 for its current
level of operation, and estimated operating costs for
that year at §7.3 million. We assume that the ceiling
of 147 that appears in Column II as OPIC's proposed

FY 1980 ceiling was taken from OPIC's second-enhanced
Zero Based Budget schedule for FY 1980--an obviously
"pie-in-the-sky' number. Thus, any personnel savings
‘that start from the 147 figure are significantly
over-stated.

We do not understand why the separate agency version
differs from OPIC's own present request since there is

no reason to believe that OPIC could not continue its
~ present contractual relationships and obtain services

from AID and other agencies. However, even if that were
not the case, Column III, which we assume is based on
the premise that OPIC would perform for itself those
services now performed for it by AID, implies that 28

-additional full-time employees would be required for

that. That number is not supportable. OPIC's experience
in purchasing services from AID has cost an average of
$52,000 a year over the last three years. " The cost in
FY 1978 was $65,000. If OPIC had to perform for itself
those services that AID is now performing, our estimate



is that it would take a maximum of 6 additional
persons and no more than $250,000, including overhead,
for operating costs. Thus, the $1.1 million additional
operating costs shown for OPIC as a separate agency in
1980 (Column III as compared with Column II) cannot be
supported. .

We similarly question the personnel and operating costs
given for the Option III proposal (Column IV) showing
reductions of 26 full-time permanent employees from

the inflated 147 number, or 7 from the OMB FY 1980
ceiling, with an accompanying operating cost saving of
$1 million. We do not understand from what functioms
those "lost" personnel could come since the Option III
proposal appears to add additional clearances and layers
of input at the IDCA level, rather than streamlining
procedures.

Table VI itself shows that IDCA will result in more
overall employees working on economic assistance, not
fewer, and with many of those added presumably coming

in at an overall supervisory and policy coordination
level, it can be expected to increase the ratio of o
high-level employees to overall employees.

III. Some General Comments on the Board of Directors Structure

We consider the present arrangement, with the OPIC Board of
Directors exercising the powers and authority conferred by
Section 233(b) of the Foreign Assistance Act, essential to the
effective operation of the Corporation. The Inter-Agency Economic
Policy Group considered the question of continuing OPIC's present
structure with its mixed Government and private Board last year
as a prelude to the presentation to Congress of the Administration
bill to extend OPIC's authority. The Group concluded that the
Board has facilitated administration policy control over OPIC
because Board meetings provide a convenient forum to discuss
policy questions, particularly those involving highly technical
issues. In addition, the review concluded that the Board structure
provides distinct advantages for the OPIC program because it gives
both management and business input from the private-sector Board
members and because the businesslike structure and decision-making
process assure prompt resolution of issues. This structure allows
OPIC officials to describe our decision-making procedure in a way
that is easily understood by business. The conclusions of the
Economic Policy Group made over 18 months ago are equally relevant
today.
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In addition, it should be noted that the OPIC Board presently
functions actively with consistently high levels of attendance and
interest by both public and private-sector members. An advisory
board would not attract this caliber of membership nor the interest
of its members and, as with many advisory committees, would probably
disintegrate into a mere forum for the government members to present
their viewpoints to tired listeners.

When Governmor Gilligan described the IDCA proposed board
structure at the last OPIC Board meeting, the reaction from both
private and public-sector members was very strong. Nome thought
switching to an advisory board was a good idea. They pointed out
that responsible preparation, genuine interaction between public
and private members and consistent attendance could not be expected
from an advisory board.

An additional value of the present Board structure is its
role in facilitating prompt and irrevocable decisions that involve
five Government agencies. The Board has functioned over the years
as a place for testing ideas, giving the various government depart-
‘ments an opportunity to explain their viewpoints, but also has
resolved any conflicts by majority vote. (There has been no instance
of a public-private split as to any decision). OPIC's ability to
function responsibly in a private-sector timetable, to make
commitments to insure, lend or guarantee within relatively short
periods, depends upon the efficacy of its decision-making processes.
If clearances were needed from additional echelons and other
government departments before OPIC could commit, the decision-
making process would be much longer, and OPIC's role as a
facilitator of developmental private investment would therefore
be substantially lessened.

IV. Reorganization or Legislation

OPIC strongly prefers that any action affecting OPIC be
limited to that possible under the President's reorganization
authority. Our experience in both 1974 and 1977 was that con-
sideration of OPIC's legislation became the occasion for Congres-
sional scrutiny of broad issues of international economic policy,
especially regarding the activities of multinational corporationms.
There is every reason to believe that this debate would be
rekindled if OPIC authorization were again before Congress in
1979, particularly since we may predict continued AFL~CIO opposi-
tion to both OPIC and its programs., This could have a disruptive
effect not only for OPIC but also on other aspects of the proposed
legislative package.
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We believe that the effort to eliminate "barnacles" from the
Foreign Assistance Act could better be addressed by a direct
attempt to repeal the "barnacles." Although we do not have a
political judgment as to the likely success of such an approach,
we do not think it would be more difficult than that of the

proposed repealing of existing legislation and passing of "barnacle"-
free comparable legislation.

V. Several’Pbtential:Problems'in the Proposed Mixture of
Reorganization and Legislation under Option III

AID has informed us that it has not drafted either the
proposed reorganization plan or the new legislation, so this
comment is directed to issues that appear to be inherent in the
general description.

A. The Proposed New Legislation

- The IDCA proposal states at page 32 that the sections
of the statute to be contained in Title 8 are "those
programmatic sections which are currently contained
in Title IV of Chapter II of Part I of the FAA. . . ."
We are not sure exactly what "programmatic sections"
means. In addition to authority to operate the
political risk insurance and guaranty programs, our
present legislation includes, among other things,
authority to: Jlend from the Direct Investment Fund,
invest our earnings in U.S. Government securities,
hire up to 20 persons outside of civil service laws
and regulations, arbitrate disputes arising under
insurance contracts, sue and be sued in OPIC's own
name, and give full faith and credit guaranties in
settling claims. We would want to be sure, if a
legislative approach were taken, that any new legis-
lation continued all of these and other authorities
specified in Section 239(a)-(d) of the Foreign
Assistance Act of 1961, as amended.

B. OPIC's Corporate Structure

OPIC. is now one of the named corporations subject to
the Government Corporation Control Act, 31 USC 846.
As such it is subject to various budgetary requirements,
31 USC 847-849; it must be audited by the General

"~ Accounting Office, 31 USC 850; and the Comptroller

" General must send audit reports on OPIC to
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the Congress, 31 USC 851. It is not at all clear from
the described proposed reorganization plan and bill
under Option III whether OPIC would continue to have
this corporate status and, if so, how it would conform
to the statutory requirements of the Government Corpor-
ation Control Act as a part of the IDCA, OPIC believes:
that it can best operate the programs under its self-
sustaining mandate as a Government corporation subject
to the prcvisions of the Government Corporation Control
Act with annual audits by the General Accounting Office.

Vi. Possible QOPIC Operation of Other Programs

The summary of the reorganization plan presented on page 23
groups together "the investment insurance and guaranty programs
of the Overseas Private Investment Corporation (OPIC), the housing
investment guaranty programs and other guaranty programs.'" We do
not know whether this implies that OPIC would be the entity
responsible for operating the housing guaranty program or any
other guaranty program. We note that the housing guaranty
program, which tends to deal primarily with government entities ‘
in the LDCs, is significantly different from OPIC's programs, which
concentrate on the private sector. We see no inherent advantage to
the operation of either OPIC or the housing guaranty program in
giving that program to OPIC to operate.



FOOTNOTES

The need for OPIC's corporate structure and management independence
was first considered in the late 1960's by the International Private
Investment Advisory Council (IPIAC), an advisory board. established
by the Foreign Assistance Act of 1966, After a comprehensive study
of the AID investment incentive programs, the IPIAC published its
findings in a report of December 1968, entitled, "The Case for a U.S.
Overseas Private Enterprise Development Corporation,'" The findings
and recommendations of IPIAC were refined by the Executive Branch and
Congress and ultimately resulted in the formation of OPIC,

The IPIAC report vigorously recommended the formation of an independent
U.S. corporation similar to the Export-Import Bamk, IFC, and similar
entities in other countries, as the best form of agency to manage the
investment incentive programs, The critical elements of the corporate
form were its legal flexibility as & government agency and the unique
relationship that would be engendered by a mixed government-private
sector Board of Directors with management responsibility for the
corporation, The Council concluded that this structure would achieve
both greater administrative and financial flexibility, more business~
like operating methods, and would be beneficial in developing both a
professional staff of experienced, business-oriented career personnel
and a more entrepreneurial-minded management.

These recommendations were vigorously supported by the private sector,
which had been grumbling about bureaucratic inertia and delays in
handling insurance and finance applications. For example, in 1969
testimony before the House Committee on Foreign Affairs, the Nationmal
Association of Manufacturers argued as follows:

"“"Above all other benefits, we believe that establishment
of the corporatiom, OPIC, brings something new into the
foreign economic development field simply because of its
character as a business-managed institution. . . . 1In a
tangible way, it will be relieved of the built-in delays
that characterize a typical public agency function. The
coordination of various government agency views will be
accomplished, not by slow pushing through levels of several
agencies, but simultaneously at the conference table of the
Board of Directors, The application of experienced business
judgment by the Board and its business staff will help
reduce the long and costly duplication of studies and reviews,
first by private technicians and then by government staffs.
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Through the operation of the corporation by a Board of
Directors, the possibility of instant veto by a single
government agency will be lessened. The vacillationms,
traditions and regulations of a bureaucracy will not be
80 rigidly imposed on an executive team geared to taking
decisive action, Past loan applications have required
up to a year and a half for their final clearances by
four or five internal or interagency committees and in
some cases by the White House, , .,

"The corporate structure implies a distinct advantage
over the existing agency procedures in the confidence it
will inspire in the business world. The prospect of sub-
mitting a proposal to cover a capital risk to a Board
comprised largely of business peers should go far to over-
come any reluctance an entrepreneur may have in dealing
with a purely government agency. The confidence will
extend not only to the sponsor of the enterprise, but to
the lending institution whose judgment will further be
reinforced by the experience of the Board and its top
business staff., . . . The involvement of individuals of
stature at high levels both within the government and
private business will make this organization a well-
supervised element of our foreign aid program."

(Hearings on Title II of H.R. 11792, Foreign Assistance
Act of 1969, before the Subcommittee on Foreign Economic
Policy of the House Committee on Foreign Affairs, 9lst
Congress, lst Session 88, August 12, 1969).

In its report on the Foreign Assistance Act of 1969, the House
Committee on Foreign Affairs also emphasized the government-business
partnership aspect of OPIC's Board of Directors. The report states
as follows: '

"One of the major advantages of the corporation
structure, in the Committee's view, is that it would
create and apply a partnership of U.S. private managerial
know-how and official policy decision-making to the
business of international development, This joint effort
should result in greater efficiency in the administration
of investment incentives within the confines of U,S.
foreign policy and a broadening of U.S, private participa-
tion in the development process.”

(House Committee on Foreign Affairs, Report on Foreign
Assistance Act of 1969, H.R. 14580, 91st Congress, lst
Session 29, November 6, 1969).
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The transfer of these assets was completed by subsequent appro-

"~ priations in 1972, 1973 and 1974 that effectively transferred

to OPIC the $50 million of program-related assets that had been
held back originally to fund the AID housing guaranty program.

The section-by-section analysis of the Humphrey-Case Bill prepared
for the use of the Senate Foreign Relations Committee provided in
relevant part in the discussion of proposed Section 311 [corresponding
to Section 231 of the Foreign Assistance Act of 1961, as amended

(the "FAA")]: :

"This section continues the existance of the
Overseas Private Investment Corporation (the "Cor-
poration'"). The basic purpose, authorities and
structure of the Corporation continue unchanged,
as the existing statutory charter remains intact...
the Corporation will retain its identity as an
independent agency of the United States, with all
powers of the Corporation remaining vested in its
ll-person Board of Directors..." p. 39.

The analysis of Section 313(b) of the Humphrey-Case Bill provided
that Section 232(b) of the FAA, regarding OPIC's Board of Directors,
would remain intact except that the Administrator of IDCA would be
specified as Chairman of the Board rather than the Administrator

of AID. p. 42.
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Aiice of the Presicen!

December 11, 1978

MEMORANDUM

TO: Peter L. Szanton, Associate Director for
Organization Studies
Office of Management and Budget

We have reviewed your proposed memorandum and have several comments
as to the general approach and the statement of the options that
specifically concern OPIC.

The memorandum does not address what problems, if any, would be
reduced or eliminated by the foreign-assistance programs' reorgani-
zation and how any improvements would be accomplished. Nor does it
address what, if any, reductions of persomnnel or expenditures would
result. The discussion of the pros and cons of some optioms
seems to assume that there ere relative efficiencies but, as far as
we can determine, there is no basis for those assumptions. 1Imn fact,
all of the options presented for the MDBs and intermational organi-
zations seem to continue the need for at least three agencies to
bave input (and therefore staff requirements), but merely rearrange
the relative roles of the agencies in decision making. There is no
indication that any efficiency, streemlining or even improved coordi-

nation would result from the suggested changes.’

The memorandum's message seems to be that, in response to the
Bumphrey-Case bill, the President decided last March that the
proposed IDCA should be created and that in September he communi-
cated to Chzirman Zablocki that he intended to create IDCA. The
net result comes very close to & reorganization that has no
demonstratable effectiveness aside from that of a vehicle that some
proponents of the FITC deex necessary for its creatiom.

Inclusion of QOPIC in IDCA

The memo accepts the March decision that OPIC should be a2 component
of the IDCA wnile re-opening the simultaneous decision as to the
Peace Corps (at least if there is not 'substancial authority") in
the IDC4. We believe that the decision to include OPIC should ealsc
be reconsidered.
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'~ The March decision and interagency reaction described on page 6

. of your memo were predicated on the OPIC-IDCA relationship

- delineated in the Humphrey-Case bill. This specifically provided
. for OPIC's continuation as a separate, self-sustaining govermment
. corporation under the policy direction of a Board of Directors '
. appointed from both the private and public sectors. The only

. change in OPIC's structure was to be the substitution of the

~ Administrator of IDCA for the Administrator of AID as Chairman

of the OPIC Board of Directors. Thus, it would be neither

., accurate nor appropriate to represent that the decision to include
. OPIC in the IDCA, under whatever of the optional structures

- should be chosen, was made or supported by the consulted agencies.
There was a condition to the decision as to OPIC just as there
was as to Peace Corps.

| Furthermore, we believe that at no point in the consideration has
| there teen realistic examination of the way OPIC functions as a

- development agency—one that accomplishes its developmental

| mission only if and when businesses make business decisioms to

| invest in developing countries.

The "New Directions” and "Basic thman Needs" policy emphases that
govern the other economic assistance agencies are inappropriate

for OPIC. Congress sPecifically recognized this inappropriateness
this year. Recognition of the business-related nature of OPIC's
role in the foreign assistance progran was the basis for the 1969
decision to separate the program from the bilateral assistance
program and to create & separate, independent agency. The corporate
form with the mixed private—public Board of Directors was
deliberately chosen as & more efficient and business-like structure
than that of a traditional government agency.

Congress has given further recognition to the business-supporting
aspects of OPIC's mission in requiring OPIC to give preferentiezl
consideration to assisting investment by smaller U.S. businesses .
in the developing countries. Additional evidence of OPIC's
‘business-related role is demonstrated by its participation with
the Department of Commerce, Export Import Bank and Small Business
Administration in conducting & nation-wide prograx to encourage
smaller U.S. businesses to consider entering export markets and,
in furtherance of export development, to consider appropriate
investments in less developed countries. Thus it is not at all
clear that including policy decisions for OPIC as part of the
policy for bilateral and mmltilateral assistance makes any sense
or is even possible.



Therefore we urge that, at least as long as there is any
question as to the degree of integration of the component
agencies, the question of OPIC's inclusion be considered
open. Suggested language for presenting this option is:

"OVERSEAS PRIVATE INVESTMENT CORPORATION (OPIC)

OPIC activities support economic development in the
Third World. Since its role depends on its encourage-=
ment of private U.S. investment of capital, technology
and management skills, it can assist development only
where businessmen make business decisions to invest.

It is a Govermment corporation umder the policy and
management direction of a Board of Directors and is
required by law to run in 2 self-sustaining manner.

Its operating funds are provided from its insurance
premiums, guaranty fees and interest and it does not
receive appropriations. It 'is therefore subject to
different policy and budgetary considerations than
those affecting bilaterzl and multilatersl assistance
progrems. Effective coordination of OPIC policies with
overall U.S. development policies is accomplished
through the chairing of OPIC's Board of Directors by the
Administrator—of AID and membership on the Board of
Assistant Secretaries of Commerce, State and Treasury. .

The arguments for including OPIC in IDCA are principally that:

o It is a development agency and should be included
to the extent practical and appropriate in any over-
all development agency, provided it can .retain its
independence as to policy and budget.

o Identification with an overall economic assistance
agency may be beneficial in obtaining remewal of
~authority from Congress.

The major arguments against including OPIC in IDCA are:

o OPIC's policy, program and budgetary considerations
differ so markedly from those of the other economic
assistance agencies that any benefit from coordina-
tion is somewhat illusory.

o If the eventual IDCA structure provided for anything
other than a continuation of OPIC's present independent
status under a broad "policy umbrells" OPIC's effec~
tiveness and efficiency would be severely hamperec.



OPIC Decision

1. Consolidate OPIC into IDCA. (Supported by AID and
acceptable to OPIC, and provided that adequate policy
and operating autonomy for OPIC is retained — this
issue is discussed below.)

- APPROVED

2. Retain present arrangements. (Supported by OFIC
unless adequate policy and operating autonomy for
OPIC is retained).

APPROVED M

The Presentation of the "Degrees of Integration" Optionms

‘The discussion as to degrees of integration ignores completely

that ATD would be & component of IDCA and seems to assume certain
efficiencies that are not adequately articulated and that, in our .
opinion, cannot be substantiated. Although the introductory paragraph
indicates that "some variations would be necessary among components"
there is no exploration of the specific possibilities for variation
within the generai=models. It is surprising that only the second
option, "Full Authority, Partial Integration," depicts the IDCA
Administrator- as acting as the chief advisor on development to

the President and Secretary of State. That function is possible
under all of the possible variations of integration and we assume
that it is a sine qua non of the organization of IDCA. Since we
believe that anything but the loosest arrangement would have an
extremely negative effect on OPIC, we believe specific recognitien

.0of this will be necessary in presentation of these options. We

suggest the following changes in the presentation of this issue:
a. Full Integration —

1. Change the "supporting" arguments to note that
neither is true insofar as integration of OPIC
is included. (We are not convinced that they
othervise can be substantiated.)

2. Change the first "opposing argument" to read:

"IDCA would contain components, such as Peace Corps
and OPIC, which have sharply contrasting functioms
and constituencies, and, as to OPIC, significantly
different policy considerations. Their current

. preserved."



3. Add a new “"opposing argument" as follows:

"This option would revert to a situation previously
tried and discarded. OPIC was created because 'full
consolidation' of the OPIC programs in AID was ‘
determined to be unsatisfactory."

b. Full Authority, Partial Integration ——

On the basis of the pro and con arguments given for this
option we would urge that it be deleted. All of the “pro"
argunents are equally true as to the "Policy Supervision
and Partial Integration" option and thus cannot be said
to be arguments for the full authority option.

1. The first "against" argument again implies that full
integration would be more economical. Our comments
as to Option 1 are again relevant.

2. Ve would also add as an additional "against"
© -arguments?

"o It would require substantial changes in the
“PPIC structure if OPIC were included in that
it would deprive the public- and private-sector
Board of Directors of its significant policy
function, thus making it more an advisory group
than 8 corporate Board of Directors."

Ca Policy Supervision and Partisl Integration —

1. The Administrator would be the chief advisor o:
development under this option as well.

2. We would make the following additions and changes
to the "for" arguments:

A. Amend the second argument to read "useful
policy and operating latitude."

B. Add:

Yo Produce fewer morale and program disruption

problems than Options 1 and 2."

"o Does not preclude greater consolidation if
that should later seex desirable anc
feasitle."



© Gives best recognition to the diversity of
program purposes and means of execution."

3. The "against" arguments imply that this option is
weakest of the three from an economy viewpoint.
There is no reason to assume that this is true.

The decision section on Degree of Integratiom
should reflect more strongly that no agency
‘recommends the Full Integration optiom.

OPIC's Recommendations for the Optioms

A.

MDB Decision:

Option 1. Supported.

Option 2. Not supported.

Option 3. Not supported.

10 Decision:

Option I:fféupported.

Optizn 2. Not supported.
Option 3. Not supported.
P.L..480 Title III Decision:

Option 1. Supported.

Option 2. Not supported.

Peace Corps Decision:

OPIC concurs with the Peace Corps' positibnsvas-to
these optioms.

Proposed OPIC Decision:

Option 1. Acceptable to OPIC only if there is a
"substantial" IDCA and provided that
adequate policy and operating autonomy
for OPIC is retained.




Option 2.

Supported by OPIC unless there is a
"substantial" IDCA and adequate policy
and operating autonomy for OPIC is retained.

Degree of Integration Decision:

Option 1.
Option 2.
Option 3.

Not supported.

Not supported.

Supported provided adequate policy and
operating autonomy for OPIC is retainmed.

Relationship to Department of State Decision:

Option 1.
Option 2.

Supported.

Not supported.
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